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FOREWORD 


, j \HE next decade will be one of decision in the field of teacher retirement. 


During these years one of three roads will be chosen by each state: 


1. The extensive improvement of its existing public retirement systems with 
no sharing of funds or responsibility with the federal social security program. 


2. The “integration” of present local and state retirement systems with 
federal social security. 


3. The liquidation of existing systems and the substitution therefor of 
federal social security. 


Not every state will take the same road in the next few years. Most of 
them will choose (1) and endeavor to provide teachers with a sound retire- 
ment program geared to needs of the teaching profession and to the best 
interests of the public education programs. 


A few states will try the obscure and doubtful road of integrating two 
fundamentally different ideas for dealing with the aged employee. The danger 
of this road is the impairment or destruction of the present advantages of 
teacher retirement systems. There is, however, some possibility that formulas 
of integration will be evolved which blend part of the benefits of state and 
local retirement systems with those of the federal social security plan. 


A few states may attempt immediately to scrap their retirement systems 
and to place their public employees under social security—and only under 
social security. The number of states seeking this road will depend upon the 
strength of each state’s contractual obligations under their present laws, the 
amount of moral sense that the citizens and legislatures feel with respect to 
their present obligations to teachers, and the courage that teachers themselves 
exhibit in defending their hard-earned retirement achievements. 


The National Council on Teacher Retirement of the National Education 
Association urges teachers to guide their states toward the strengthening of 
existing teacher retirement systems. This is also the NEA’s policy. It explains 
why the Association opposed including teachers and other public employees 
under the recently amended social security law. 


The present bulletin could not have been prepared at a better time. It is a 
comprehensive analysis of the existing state retirement systems and the largest 
local plans. Thru the facts given it will be possible for teachers in every state 
to compare the provisions of existing laws and to select the points at which 
immediate progress should be made. 


Wirarp E. Givens, Executive Secretary 
National Education Association 
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Glossary 


1. “Retirement allowance” means the total annual benefit which is paid to a retired mem 

2. “Pension” means the portion of the allowance which is based on public funds. 

3. “Annuity” means the portion of the retirement allowance which is based upon the 
tributions of the member. It is computed to be the actuarial equivalent of the member’s accy 
lated contributions. 

4. “Accumulated contributions” are the member’s contributions with interest, 
tinguished from “total contributions” which do not include interest. 

5. “Actuarial equivalent” means that the payment however made is of equal value. |; 
computed upon the basis of the adopted mortality tables. 

6. “A mortality table” is a table showing for each sex and age the number of deat! 
be expected within a stated period of time among a large number of persons of the same 
and age. 

7. “Money-purchase” means that the total allowance consists of an annuity, purchas 
by the member’s accumulated contributions, and a pension from public funds. (This is a differ: 
use of the term “money-purchase” from the one used by insurance companies for certain g: 
contracts. ) 

8. “Money-doubled” means that the annuity and pension in a money-purchase plan 
equal. 

9. “Money-purchase fixed benefit” means that the pension portion of a money-purc! 


accumulated contributions. 
10. ‘Fixed benefit” means a certain fixed percent of the average or the final average sal 


or a flat amount of money. 


11. “An actuarial retirement system” is one in which the allowance depends upon mortal: 


tables; either the contributions or the allowances are fixed so as to take into account sex x 
age differences in mortality. 
12. “A full reserve system” is one in which the public contributions are made during ! 


member’s active service to build a reserve in advance of need, which reserve is held in trust un’ 


the retirement of the member on whose behalf the public contributions have been made. 

13. “A partial reserve system” is one in which only a part of the necessary public contri 
tions are made in advance of need, or one in which the public contributions required for | 
payment of a member’s allowance for life are made at the time the member retires. 

14. “A cash disbursement system” is one in which the public contributions are made 


accordance with current needs for the payment of the benefits due each year or each bienniu 


15. “Normal contribution” is the contribution from public funds to cover the current ser 


of members. 
16. “Accrued liability contribution” is the contribution from public funds to cover past 


prior service of members. 


17. “Prior service” usually means service rendered in the same coverage area prior to th 
enactment of the retirement law, but in some systems includes also military service and out-0' 


state service. 


18. “(Membership service” means the service of a member after he has joined the retiremer 


system. 
19. “Total service” usually means membership service plus prior service. 
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I. Introduction 


Public employees retirement systems are now 
accepted businesslike plans enacted into law to 
improve public employment by helping aged 
or disabled public employees to retire from 
active service with a moderate, but assured, 
income for life. 

Altho many types of public employees have 
retirement systems, probably teachers, police- 
men, and firemen are covered more generally 
than others. 


History of the Development of 
Teacher Retirement, 1900-1950 


Teacher retirement was begun in 1869 when 
a few teachers formed protective associations 
of the mutual-aid type. Teachers in these 
groups voluntarily contributed money for the 
assistance of their co-workers who were retired 
and in need. They had then a feeling of assur- 
ance of like aid in their own time of need. 

The last statewide system of a modified 
mutual-aid type went out of existence in Mich- 
igan in 1945 when a joint-contributory plan 
was established by state law. State contribu- 
tions prior thereto (between 1937 and 1945) 
| were token payments and members bore prac- 
tically the full load. 

The funds collected voluntarily by teachers 
in mutual-aid plans were inadequate to meet 
the needs of the retired teachers. Little by 
little, public funds were granted to assist these 
programs, and many pension systems sup- 
ported entirely by public funds developed in the 
early days. 

There are still two states that have noncon- 
tributory retirement systems, Delaware and 
New Mexico. The New Mexico plan is not 
called a pension system, however. It is uncon- 
stitutional in that state to grant pensions to 
public employees. The retirement plan in New 
Mexico is therefore called an emeritus em- 
ployment plan and those on retirement are 
subject to call for active service after they have 
been placed on the emeritus employment pay- 
roll. Other state pension plans have been re- 
placed by joint-contributory retirement sys- 
tems.’ 


In the early days of the Twentieth Century, 
retirement systems were finding their place. 
Many were not founded on sound actuarial 
principles, but most of these have been replaced 
by new plans more nearly, if not completely, 
meeting modern standards. Of the presentday 
state teacher retirement plans, only four are 
based upon essentially the same foundation on 
which they were begun in 1920 or earlier, but 
these systems were built on sound principles 
at the beginning. They are Connecticut, New 
York, Ohio, and Pennsylvania. 

Seventeen of the state systems existing today 
were established between 1921 and 1939. 
Others were established during that period, 
but many of them are no longer in existence 
in their original form. Newer plans completely 
revising the earlier laws were enacted in many 
of those states, so that it can be said that 29 
of the existing state and territorial joint-con- 
tributory public-school retirement systems in 
their present patterns were established in 1940 
or later. 

Laws establishing less than one-third of 
these 29 systems were complete revisions of 
former laws, and more than two-thirds were 
new enactments in states which had never be- 
fore had an operative retirement law. To illus 
trate the development reference may be made 
to Kentucky which passed a law in 1928 that 
was inoperative until the present system was 
established under a new law enacted in 1940. 

State legislation thruout the years has at- 
tempted to place teacher retirement upon a 
more sound financial basis. Today, almost all 
of the state systems are based on actuarial 
principles. Some of these states have legislation 
that would provide for an actuarial reserve 
system but to date their legislatures have not 
met their obligations in varying degrees, and 
the systems have been forced to operate on a 
“current needs” basis or to build inadequate 
reserves. 

The story of the development of local retire- 
ment systems is somewhat the same as that of 
the state systems. However, a larger proportion 
of the local systems have been in operation 


1 There are teacher pension plans in existence, also, in a few local- or county-school systems, not analyzed in this bulletin. 
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under essentially the same provisions thruout tary- and secondary-school personne! T. 
long periods and there has been proportionately exceptions are not shown in Table | 

less revision toward modernizing provisions. The two major categories under item | 

For example, the Chicago plan has been in ‘Table 1, A and B, divide the membershi, 

existence since 1895. Des Moines has also cording to their employment in elementary 2; 

been operating since before 1900. secondary schools or in other educational ins: 

A number of the local systems are larger tutions. In most of the systems many elemen. HB, pm 
than some of the state plans—larger in terms tary- and secondary-school employees, ot}, 
of number of members and larger in terms of ‘than instructional personnel and superinte; 
ledger assets.? This bulletin analyzes the 72 ents, are members. Some or all of the oth 
retirement laws operating in the 48 states, professional employees belong to 20 stat: 
Alaska, Hawaii, Puerto Rico, and in the 20 six local systems.® Some or all of the ad: 
cities where the largest local retirement plans trative Posen are also included 
are in operation (including the District of membership of 25 state and six local systen 
Columbia). This does not mean the 20 largest Practically all of the regular public-school en 
cities in the United States but the 20 cities ployees, including the maintenance and cust 
which have separately maintained retirement dial staff, are members of 24 state and 11 lo 
systems in which the membership is largest.* systems. 

Members of these 72 retirement systems w! 
‘* yy are not employed in the public elementary a: | 

o call the retirement systems to whi in i 
teachers belong “teacher” icone Pisa woe i aa wah her Me on } at 

‘ personnel of public colleges an 

nowadays a misnomer. Originally, many retire- other state educational officers are included 
ment systems for teachers covered the instruc- the membership of many systems. Some or 2 
tional staff only and sometimes only classroom of the public colleges have members in 47 stat 
teachers. Today, only five state systems and and seven local retirement systems. At leas: 
three of the local nenaanes: analyzed in this bul- some, if not all, of the staff of the state depart 
letin cover the instructional staff and the Mp ee a a 
superintendent. All the others, both state and ey eran ere, MOCENESA OF these retire 
local. cone at laeih Eats ier enbticechecl St epemmein 46 states. County superintend 

’ p 
employees. In 11 state and three local retire- 
ment systems all public employees are covered 
by the same retirement system. 

The extent of coverage of each of the 72 
systems is shown in Table 1.* Classifications 
are rather general. For the specific coverage, 
it is suggested that reference be made to the Furthermore, seven of these state systems 
language of each law. In some cases, all mem- include in their membership the employees of 
bers must hold a teacher’s certificate as a mark the state education association while 16 state 
of eligibility. This restriction is especially perti- and two local systems include the employees 2. J 
nent for members outside the public elemen- of the retirement system. 


- 


Coverage 


ents, and in many cases the certificated en 
ployees in their offices, and in some cases a! 
their employees, are members of 39 of thes 
state systems. The instructional staff of some 
or all of the schools for special education are 
covered in 38 of these state systems. 


2 A statistical report of membership and fiscal data on all retirement systems to which teachers belong will be issued by th: — 
National Council on Teacher Retirement and the NEA Research Division early in 1951. ) 
sys 


*The 20 cities are Atlanta (Georgia), Baltimore (Maryland), Boston (Massachusetts), Chicago (Illinois), Denver (Co! 
rado), Des Moines (Iowa), Detroit (Michigan), District of Columbia, Kansas City (Missouri), Los Angeles (California 
Milwaukee (Wisconsin), Minneapolis (Minnesota), New Orleans (Louisiana), New York City (New York), Omaha (Nebraska 
Oregon), St. Louis (Missouri), St. Paul (Minnesota), San Diego (California), San Francisco (California). Local a 

as having less than 1000 members were omitted from this report. Since up-to-date membership : 
pany were not available for all local systems at the time this report was prepared, it is possible that some systems included 
are 


pos: 


~ 


omitted. In Boston there are two systems, both analyzed in this report 


! 
| 


not included in the retirement systems analyzed in this bulletin are frequently covered by a separate system 
The fact that a type of employee is shown in Table 1 as not covered does not necessarily mean that this type of position is Ben 


without retirement coverage. 
5 The numbers given in this paragraph and the following one include the 11 state and three local systems which cover pub! bin 
employees generally, as well as those systems listed opposite each category in Table 1. : e 





















TABLE 1.—TYPES OF POSITIONS COVERED BY RETIREMENT SYSTEMS 
UNDER ANALYSIS" 














Systems covering each type of position 


State systems Local systems 





Types of positions covered 








1 2 3 














). Employees in educational institutions: 
A. In elementary and secondary schools: 




















. (1) Instructional staff (classroom Alaska, Ariz., Conn., N. Dak., Vt Minneapolis, Omaha, ! Port 
teachers, supervisors, princi- 

: pals), and local superintend 

a ents only 

(2) Instructional staff, local super Calif., Minn., Miss., Mont., N.H., Ohio Des Moines,® Milwaukee 
intendents, and some or all P.R., S.Dak., Tenn. St. Paul 
other professional personne! 

(e.g., school librarians) 

(3) Instructional staff, superintend- Ala., Ark., Fla., Ga., Idaho, Ill., Ind., District of Columbia, New 
ents, other professional! school Ky., La., Maine, Md., Mo., N.Y., Wis Orleans, New York City 
employees, and some or al! 

I other administrative person- 
; nel (e.g., clerks) 

(4) Instructional staff, superintend- Kans.,¢ Mass., Mich., Nebr., N.J., Boston,® Chicago, Denver, De- 
ents, other professional school N.Mex., Okla., Pa., Texas, Utah, troit,' Kansas City, Los An- 
employees, administrative per- Wash., W.Va., Wyo. geles, St. Louis, San Diego 
sonnel, and other regular 
school employees (e.g., cus- 
todians) 

B. Outside elementary and secondary 
schools: 
(1) In some or all public colleges Ala., Alaska, Ariz., Ark., Calif., Fla., Ga., Detroit, District of Columbia, 
Idaho, Ind., Kans.,* Ky., La., Md., New York City, St. Louis 






Mass., Mich., Minn., Miss., Mo., 
Mont., Nebr., N.J., N.Mex.,4 N.Y., 
N.Dak., Ohio, Okla., Pa., S.Dak., 
Tenn., Texas, Utah, Vt., Wash., W.Va., 
Wis., Wyo. 

Ala., Alaska, Ark., Calif., Fla., Ga., Idaho, 
Ill., Ind., Kans.,* Ky., La., Md., Mass., 
Mich., Minn., Miss., Mo., Mont., Nebr., 
N.J.. N.Mex., N.Y., N.Dak., Ohio, 
Okla., Pa., P.R., S.Dak., Tenn., Texas, 
Utah, Wash., W.Va., Wis. 

Ariz., Ark., Calif., Fla., Ga., Idaho, Ill., 








(2) State department of education 

(some or all of the staff usu 
ally including state superin- 
tendent) 









(3) County superintendents and in 
most cases their staffs Ind., Kans.,¢ Ky., Md., Mass., Mich., 
Minn., Miss., Mo., Mont., Nebr., N.J., 
N.Y., Ohio, Okla., Pa., S.Dak., Texas, 

Utah, Wash., Wis. 
(4) Instructional staff of some or all Ark., Calif., Fla., Ga., Idaho, Ill, Ind., 





Ky., Md., Mass., Mich., Minn., Miss., 
Mo., Nebr., N.J., N.Y., Ohio, Pa., 
P.R., Tenn., Texas, Utah, Vt., Wash., 
Wis., Wyo. 

Ala., Ark., Fla., Ga., La., N.J., N.Dak. 


schools for special education 






(5) Staff of state education associa- 
tion (in a few cases only the 
executive secretary) 

(6) Employees of retirement system Ala., Ark., Fla., Ga., Ind., Ky., Md., Chicago, Detroit 
(in a few cases only the execu- Mass., Mich., Mo., N.Mex., Okla., 
tive secretary) Texas, Utah, Wash., W.Va. 

2. All public employees in coverage area (ex- Colo., Del., Hawaii, lowa,* Maine, Nev., Atlanta, Baltimore, San Fran- 
cept possibly firemen and policemen, and N.C., Oreg., R.1., S.C., Va. cisco 

3 elected officers) > 

| NOTE: Footnote letters in table follow state to which footnote applies. 

















: * School employees not included in the retirement systems analyzed in this bulletin are frequently covered by a separate 
| system. The fact that a type of employee is shown in Table 1 as not covered does not necessarily mean that this type of 
position is without retirement coverage. 
> When provisions differ for different classes of employees, provisions applicable to teachers only are analyzed in this bulletin 
© Provided the individual is a U.S. citizen and not a member of any organization advocating the overthrow of the U.S 








government. 
4 Governing bodies of state educational institutions may eiect participation in the plan. 


* All school districts having a local system belong also to the state plan, except Mason City. 

t Assistants to the superintendent, but not the superintendent. 

® Altho the law states that noncertificated employees may be included on the recommendation of the superintendent with the 
approval of the board, no such action has been taken, and is unlikely in the future because of the statewide plan 

Those in service on February 1, 1923, had the privilege of joining the Boston retirement system at that time; those 
employed thereafter to October 1, 1946, were compelled to join this system. Those in service on October 1, 1946, could transfer 
from the Boston retirement system to the State-Boston retirement system. Those who failed to join the Boston retirement system 
in 1923 (time for joining was extended to February 1, 1924, and later reopened in 1925) could join the State-Boston system in 
October 1946. All employed after said date were compelled to join the State-Boston system. Therefore, Boston public-school em- 
ployees may belong to either system. In this bulletin both systems are analyzed as separate systems. 
! Exclusive of members of another city retirement system and nonteaching employees receiving less than $300 a year. 
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Definition of Terms 


The analysis of these 72 different laws for 
retirement systems revealed considerable dif- 
ference in terminology. These variations are 
an obstacle to comparisons and classifications 
of systems unless it is possible to use common 
terms which are not inaccurate when applied 


to laws using different wording for the same, 


meaning. 

For the purpose of this bulletin, therefore, 
certain terms are used with particular meaning 
altho those terms may not be used in some of 
the retirement laws. For example, the part of 
the allowance based upon public funds is called 
a state annuity in some states; a service annu- 
ity, in others. Most systems, however, call it a 
pension. Technically it is a pension and, there- 
fore, in this report it is called a pension regard- 
less of the terms used in other laws. Similar 
decisions were required with regard to the use 
of other terms. 

In studying the tables of this report and 
their explanations, it is necessary to keep in 
mind the meaning that has been assigned to 
some terms. For this reason, the Glossary has 
been inserted at the beginning of the bulletin. 
These explanations of the terms used generally 
thruout the bulletin should be examined before 
the tables are studied; frequent reference to 
the Glossary in connection with the discussion 
of particular topics will be helpful. 


Preview of Bulletin 


This bulletin on public-school retirement 
analyzes the statutory provisions as of 1950 for 
72 retirement systems: 51 state and territorial 
systems and 21 local systems. For the purpose 
of this bulletin the territories are considered 
states. 

The benefits payable and how they are sup- 
ported are described in Section II of the bul- 
letin; the qualifications that are required to 
make a member eligible to receive the pre- 
viously described benefits are shown in Section 
Ill. 


®See the Glossary for definition. 


1 did. 


Then follows Section IV describing }yj.« 
the administration of retirement systems 4, 
the final section looks forward into the fy»)... 
of state and local retirement programs 

The tables in Section II, which show . 
benefits payable and how they are support: 
describe the different kinds of benefits 
classify the systems according to the types 9: 
benefit formulas and methods of supporti: 
these benefits. Each table refers directly or j,. 
directly to other tables. The general lead 
the specific. Frequently, systems are groupe 
together in one table merely to show that th 
belong to the same classification. A followin, 
table, then, gives the details for each syste 
which belongs to that particular classificatio, 

In discussing the normal retirement alloy 
ances and how they are supported, systems a; 
classified into two main categories accordin: 
to the benefit formula. Tables 5 and 6 shoy 
the fixed benefit formulas ;* Tables 7 thru 
show money-purchase formulas.” These are pr 
ceded by three general background tab 
(Tables 2, 3, and 4), and are followed by | 
tables (Tables 11 thru 20) which descri! 
other benefits available under these 72 retir 
ment laws. 

Financial support is discussed separate! 
according to member’s contributions and co: 
tributions from public funds. The tables havin, 
to do with normal retirement allowances shov 
how they are supported. The contributio: 
described in these tables also support the oth: 
benefits which are described in later tables 

The formulas for normal retirement allow 
ances must be reviewed when the reader a 
proaches Section III describing the qualifica 
tions for these benefits. Similarly, the formulas 
for disability retirement must be reviewed in 
connection with the qualifications therefor 
Many of the distinctions in qualifications are 
related to distinctions in the benefits and man\ 
of the distinctions with regard to benefits and 
their support are related to distinctions in 
qualifications. 


[ 122] 
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II. Benefits Payable by 72 Retirement Systems and How They Are 
Supported 


In this section of the bulletin, the purpose General Aspects of the Financial 
is to describe the benefits payable by retirement Support of Retirement Systems 
systems, to analyze the formulas for computing 
their cost, and to describe the procedures for 
collecting sufficient funds for their support. 
The financial support of benefits is analyzed 
in connection with the normal retirement al- 
lowance for each system. Tables are related to 
each other in such a way as to follow a logical 
sequence from the general to the particular. 
At the end of the discussion of the support for 
normal retirement allowances, the other types 
of benefits are analyzed. The financial support supported by the state without charge to local 
discussed in connection with normal retirement employers while most of the local systems are 
allowances must be sufficient to support these supported out of local funds without reimburse- 
other benefits also. ment from the state. There are 11 state systems 


Two of the more general questions which 
might be asked about the support of a retire 
ment system are (a) What sources of public 
funds are used? (b) Are the contributions by 
the members and contributions from public 
funds fixed in the law or fixed by the actuary? 

Table 2 shows the source of public funds fo1 
the support of these retirement systems. It is 
readily seen that most of the state systems are 


TABLE 2. SOURCE OF PUBLIC FUNDS FOR SUPPORT OF 72 RETIREMENT 
SYSTEMS * 





Systems supported by each type 
Types of sources — . - - 
State systems Local systems 


2 3 


1. State funds only: 
A. General revenues or general school Ala., Ark., Conn., Fla., Hawaii,» Il State-Boston, New Orleans 
funds of the state Kans., Ky., Maine, Md., Mass., Mich., 
Minn., Miss., Nebr., Nev., N.J., Okla., 
P.R., S.C., S.Dak., Tenn., Utah, Vt 
Va., Wash., W.Va., Wis 
B. Earmarked state taxes N.Mex.,* Texas 
C. Special state tax for retirement system Ind 
2. State and local funds: 
A. General revenues Calif., Colo., Del., Ga., N.H 


Detroit,* San Diego 
cisco 
B. General funds of state plus special local Ariz., Idaho, N.C. Los Angeles» 
tax 
C. General revenues, both state and local, Alaska 
and earmarked state taxes 
3. Local funds only: 
A. General revenues or genera! school La.* Mo, Mont., N.Y 
funds of the local district Oreg., Wyo. Denver, District of Colum 
bia, ' Kansas City, New York 
City, Omaha, Portland, St 
Louis 
Chicago, Des Moines,! Minne 
apolis, St. Paul 
Milwaukee 


Atlanta, Baltimore Bostor 


B. Special local tax for retirement system 


C. Earmarked taxes 





* Does not include authorization for local districts to supplement allowances payable under state systems except by the 
existence of local retirement systems as in California. 

» For teacher members. 

© In addition, amount necessary for employee members of institutions and state boards is transferred from their respective funds 

4 For state’s share special bond issue is authorized. Total amount needed from public funds is divided approximately in fol- 
lowing proportions: three-fifths from local funds, two-fifths from state funds 

* By withholding of state aid due iocal districts. 

* Local schoolboard includes contribution in local budget; state reimburses full amount. 

® Total state appropriation for public-school retirement is divided between the state system and the Detroit system i 
ratio as member contributions of each bears to total member contributions. 

» State shares indirectly by adjustment in pension portion of allowance at time of retirement of member, 

! When the general funds of the District are insufficient to meet the needs of the retirement system, the balance is paid out 
of federal funds. The total is subject to appropriation by Congress. 

3 In addition, the local district pays the employer’s tax toward the support of the Iowa state plan 
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and four of the local systems analyzed in this 
bulletin which are supported in part from 
state funds and in part from local funds. How- 
ever, in three of these four local plans, the 
state’s share is only indirect by integration of 
benefits since teachers belong to both the state 
and the local systems. 

The subheadings in Table 2 show, as far as 
is known, whether the public funds, either state 
or local, come from general revenues, from 
taxes earmarked in part for retirement, or from 
the proceeds of a special tax for the retirement 
system. Commonly, the public funds necessary 
for both state and local retirement systems are 
supplied out of the general revenue or general 
school funds. 

The exact amount of earmarking of funds 
for retirement purposes is unknown. Some of 
the states listed in Table 2 as supported by 
general funds may have their funds diverted 
to retirement by special prescription. Those 
states clearly supported by “earmarked tax 
sources” are classified opposite this item in 
the table. 


Normal Retirement Allowances and 
How They Are Supported 


A more detailed picture of the support of 
normal retirement allowances is shown in 
Table 3. There are two noncontributory plans, 
Delaware and New Mexico. All other retire- 
ment systems in Table 3 are supported in part 
by members’ contributions and in part by pub- 
lic contributions. 

Classification of normal retirement allow- 
ances—The type of allowance in these 70 
joint-contributory plans is classified into two 
major categories. The first class includes those 
where a total allowance is computed, part of 
the cost of which is paid by the member’s con- 
tributions (columns 2 and 4). In this type of 
allowance, the member’s contributions are ap- 
plied against the cost of the total allowance 
but are not used to compute a separate annuity, 
nor are the contributions from public funds 
used to compute a separate pension. The second 
category (columns 3 and 5) includes those 
where the allowance equals an annuity (which 
is the actuarial equivalent of the member’s 
accumulated contributions) and a pension 
(which comes from public funds). Systems 
in the first category are total fixed benefit 
plans; those in the second category are money- 
purchase plans. 





In most systems this classification of th; 
allowance into a total fixed benefit or a mone 
purchase formula is based on a clear distin 
tion. In a few systems listed in column 2 or 4 
the tenefit formula mentions an annuity and 
a pension, but these systems would not be pro; 
erly classified as money-purchase plans because 
the pension portion is to be sufficient to provide 
a total fixed benefit. For example, several sys- 
tems pay a benefit which is computed to be an 
annuity which is the actuarial equivalent o{ 
the member’s accumulated contributions and , 
pension sufficient to provide an allowance equa! 
to a fixed percent of final average salary for 
each year of service. Such a system is proper|) 
classified as having a fixed benefit formula a: 
much as another system which provides that 
the allowance shall be a fixed percent of fina! 
average salary for each year of service, without 
mentioning annuity and pension. 

There are 18 state and 13 local systems i: 
which the allowance is a total fixed benefit 
part of which is paid for by the member’s con 
tributions. The two noncontributory state 
plans also use a fixed benefit formula. In 31 
state and nine local systems the allowance i: 
of the money-purchase type, consisting of an 
annuity and a pension separately computed 
altho paid as a single amount. (Detroit is 
counted in beth categories, having two for 
mulas. ) 

Source of contribution rates—Among the 
systems of both categories, the member’s con 
tributions are fixed by law (as a definite pe: 
cent of salary or in a few systems as a flat 
amount of money) in 34 state and 15 local 
systems, while the contributions of the member 
are fixed by the actuary in 15 state and six 
local systems. 

The difference in contribution, and even 
sometimes in allowance, between these two 
classifications (when the member’s contribu- 
tions are fixed by law and when they are fixed 
by the actuary) is not necessarily great. In a 
money-purchase plan, the member’s contribu- 
tions, let us say five percent of salary, are 
accumulated with interest thruout the mem- 
bership service of the member, and at time of 
retirement his accumulated contributions pro- 
vide as much annuity as can be purchased for 
that much money according to the actuarial 
table used in the particular system. When the 
member’s contributions are fixed by the actuary, 


’ the latter estimates what percent of salary wil! 
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produce over the membership life of the mem- 
ber an accumulation sufficient to provide an 
annuity of a desired amount. The percentage 
so estimated by the actuary may be the same or 
approximately the same percent as fixed by 
statute in other systems anticipating a similar 


benefit. 
A retirement allowance must have a fixed 






Systems listed in columns 2 and 4 of Table 


3 set the allowance as a fixed amount and, 
therefore, the contributions to support these 
fixed allowances must be the variable. If the 
member’s contributions are fixed in law, the 
public contributions must make up the balance 
to buy the total allowance not paid for by the 


member’s contributions. The contributions 















































Sys ; . ‘ . ‘ 
o element and a variable element. If the contri- from public funds in such systems is the vari 
t of butions are fixed then the allowance is the able. 
id a variable at least with regard to that portion For the systems listed in columns 3 and 5 of 
ual of the allowance based on the fixed contribu- Table 3, the member’s contributions are fixed 
for tions. If the allowance is fixed, then the con- by law or fixed by the actuary but the annuity 
erly tributions of either the member or the public, purchasable from the member's accumulated 
as or both, must be the variable. contributions is the variable. Even when the 
hat 
al TABLE 3.—NORMAL RETIREMENT ALLOWANCES AND HOW THEY ARE 
a SUPPORTED 
ut 
Types of retirement allowance 
In State systems Local systems 
= — —_— - — Se _ - _ 
It, Fixed benefit plans: Money-purchase plans: Fixed benefit plans: Money-purchase plans: 
n- member’s contribu- allowance equals an- member's contribu- allowance equals an- 
tions are applied nuity (the actuarial tions are applied nuity (the actuarial 
te Means of support to cost of total al- equivalent of mem- to cost of total al- equivalent of mem- 
lowance (not sep- ber’s accumulated lowance (not sep- ber’s accumulated 
3] arately computed as_ contributions) plus arately computed as contributions) plus 
annuity and pension) pension from public annuity and pension) pension —_ public 
» uncs 
in e* 
d 





1. Fixed in law*: 













A. Member's contributions Alaska, Ark., Calif.,> Kans., Mich.,¢ Atlanta, State- Des Moines, 
and contributions from Colo., Conn., IIL, Minn., Miss., Boston, Chicago, Minneapolis 
public funds Iowa, Ky., Mass., Mont., Nebr., Denver, District 
Nev., N.Dak., Texas, * Wash., of Columbia, 
C P.R., R.1., Wyo. W.Va.,4 Wis. Milwaukee, Omaha, 
St. Paul. 
B. Member's contributions La. Ala., Ga., Maine, Detroit, '¢ Kansas Boston, Detroit, '® 
only; support from N.Y., N.C City, New Orleans St. Louis 
public funds fixed Ohio, Okla., 
s S.C., Tenn. 





by actuarial estimate 
C. Support from public funds Ind., Mo. Utah 

only; member's contri- 

butions fixed by actuarial 





Portland 















estimate 
2. Fixed by actuarial estimate: 

Member's contributions N.H. Ariz,, Fla., San Francisco Baltimore, Los 
and contributions from Hawaii, Idaho, Angeles, New 
public funds Md., N.J., Oreg., York City, 

Pa., S.Dak., San Diego 
Vt., Va. 
3. Supported entirely by public ° ° e ) 








funds: Del., N.Mex. 










® This means that the contributions of the members are a percent of salary or flat amount of money specified in the law; for 
contributions from public funds it means that earmarked taxes are named in the law, or a special tax for the support of the 
retirement fund is authorized, or the law calls for legislative appropriations for current needs (the latter may actually be based 
upon recommendations of an actuary in some systems, but not necessarily so according to law), a fixed percent of payroll is 
specified in the law, or the law provides for the matching of members’ contributions which are fixed in the law. 

> In addition to a flat amount of $600, a fixed benefit is payable for service after July 1, 1944, and an additional fixed benefit 
for service prior to said date not credited by a local system. For these benefits rates for member's contributions are fixed by actuary 
and public contributions pay the balance of the total allowance promised. 

© “Members” do not contribute. 

4 For normal contribution only; actuary estimates amount necessary for accrued liability. 
ue to statute, normal contribution is fixed in the law and actuary is to estimate amount necessary for accrued 
i ity. 

f For contributions from local schoolboard. In addition, state appropriates amount which bears same ratio to amount appro- 
priated for state school employees’ system that member contributions of Detroit system bear to member contributions of state 
system. 
© For original members who meet certain qualifications. 

» For all except original members who meet certain qualifications. 
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actuary fixes the member’s contribution esti- 
mated to be at a rate sufficient to pay the cost 
of an annuity of a desired amount, the annuity 
portion of the allowance is the annuity pur- 
chasable by the member’s accumulated contri- 
butions, not the end result toward which the 
actuary made his estimate.' 

As far as public contributions are concerned, 
27 states and 11 local systems fix the contribu- 
tion in the law while the actuary fixes the con- 
tribution from public funds in 22 state and 
10 local systems. 

Those systems that are listed as having con- 
tributions from public funds fixed in the law 
include those where specific taxes are ear- 
marked for the retirement system or a special 
tax for support of the retirement system is the 
source of funds for the public’s share of the 
cost of the retirement allowances. Other sys- 
tems have statutes which provide merely that 
the legislature shall appropriate the necessary 
amount. Of course, to find what amount is 
necessary in systems on an actuarial basis would 
require actuarial estimates. However, if a sys- 
tem is on a cash disbursement basis, this kind 
of appropriation may be merely the amount 
necessary to pay the retirement allowances for 
the current year or biennium. 

For money-purchase systems (see columns 3 
and 5 of Table 3) the variable in the pension 
portion of the allowance depends upon whether 
the pension is to equal the member’s annuity or 
be a fixed pension. In other words, variation 
from anticipated retirement allowances can be 
greater in the systems listed in columns 3 and 
5 than in systems listed in columns 2 and 4, 
and greater variation from anticipated retire- 
ment allowances may result in the money- 
doubled plans listed in columns 3 and 5 than 
in the money-purchase fixed pension plans in 
the same columns. The fact that the contribu- 
tions of the members or the public are fixed 
by law or fixed by the actuary may be imma- 
terial. The essential factor is how these con- 
tributions (whichever way they are deter- 
mined) affect the benefits payable. 

Composition of normal retirement allow- 
ances—A further classification of the formulas 
for normal retirement allowances is shown in 


Table 4. Retirement systems which were listed 
in columns 2 and 4 of Table 3 are furthe, 
analyzed in item 1 of Table 4. The system; 
which were listed in columns 3 and 5 of Table 
3 are now listed under item 2 of Table 4. 

In the total fixed benefit plans, the member's 
contributions are applied to the cost of the 
allowance but the allowance is not separatel\ 
computed as an annuity and a pension, or, if 
the member’s accumulated contributions are | 
purchase an annuity the pension porticn of th 
allowance is to be sufficient to pay the balanc 
and provide a total fixed benefit. In these sys 
tems prior service is counted in the formula 
but no separately computed prior-service pen 
sion is paid. The only exception to this rule 
is found in Kentucky which counts total servic: 
in the fixed benefit formula and adds a prio: 
service pension. 

In most of the money-purchase systems the 
pension portion of the retirement allowance 
is divided into a pension for membership service 
and a separately computed pension for prior 
service. Among the money-purchase systems 
that do not make this division, four—Nebraska 
New Jersey, Pennsylvania, and Washington- 
pay a pension which is calculated on total sery 
ice. In these cases total service includes mem 
bership and prior service.? Altho the formulas 
in these four states differ from those in which 
separate pensions are paid for membership serv- 
ice and for prior service, the same result is 
achieved in some other systems where the prior- 
service pension is computed at the same rate 
as the membership pension. 

In 13 state and two local money-purchase 
systems the membership pension equals the 
annuity purchasable by the member’s accumu- 
lated contributions; these are money-doubled 
formulas. In 13 state and five local money- 
purchase systems the membership pension is a 
fixed benefit formula. The systems where a 
fixed benefit formula is used for the member- 
ship pension provide a less variable total allow- 
ance than those systems where the pension 
equals the annuity, because the annuity is 
affected by interest rates and mortality changes. 

Among the 15 money-doubled systems, there 
are six which pay a pension equal to the annuity 


1 The annuity purchasable by the member’s accumulated contributions could be slightly more or less than the actuary’s 
estimate. If interest credited is less than anticipated and the member’s contributions do not change, the amount of the annuity 


will be much less than anticipated. 


*New Jersey and Pennsylvania, until recently, computed a prior-service pension but since these systems have been in 
existence for a length of time sufficient for most of the original members who were entitled to prior-service pensions to have been 
retired now, the pension formula has been modified and is computed on total service. 
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surchasable by the member’s accumulated con- and the law states that the total allowance is 
tributions made before a designated age, which expected to be equal to one-half final salary. 
t.ce may be lower than the actual age of retire- However, since the annuity is that purchasable 
ment. In these systems the membership pension by the member’s contributions which are fixed 
would be lower than the annuity, unless the by the actuary, the total allowance is the 
member retires at the minimum retirement age. annuity plus an equal pension and is not neces- 


























. ; In Oregon the pension equals the annuity _ sarily one-half final salary. The rate estimated 
le 
ely 

if TABLE 4.—TYPES OF FORMULAS FOR NORMAL RETIREMENT ALLOWANCES 
I 

he Classification of formulas . si ae using == onl pas 

F State systems Local systems 
Ice 5 , ~ wa i _—_: ———s “> 











Total allowance formula (member's contributions are 
applied to cost thereof but total allowance is not 
separately computed as annuity and pension): 







le A. Plus additional pension for prior service Ky. 
; B. Prior service not separately computed, but Alaska, Ark. Calif.,* Conn., Atlanta, State-Boston, Chicago, 
eC counted in formula Ill.,> Ind., La., Mass., Mo., Denver, Detroit, ! District of 
r Nev., N.H., N.Dak., P.R., Columbia, Kansas City, Mil- 
R.I., Wyo. waukee, New Orleans, Omaha, 
Portland,’ St. Paul, San 





Francisco* ! 






C. No prior service counted Colo., lowa 

Total allowance consists of annuity plus pension 

(annuity portion of allowance equals the actuarial 
equivalent of member's contributions) : 

A. Pension divided into membership and prior- 

service pension: 

(1) Membership pension equals annuity Ala.,¢ Ga.,*® Minn.,4 Miss., Boston, San Diego® * 

N.C., ®°® Ohio, ‘ Okla., Oreg., © 

3.C.,° Tenn.,* Texas, Utah, 
























(2) Membership pension is fixed benefit Fla., Hawaii, Idaho, Baltimore, Detroit, Los Ange 
formula Kans., Maine, Md., Mich., les,.* New York City, St. 
Mont., N.Y., Vt., Va., Wis.® Louis 






B. Pension not divided into membership and 
prior-service pension: 

(1) Pension computed on total service: 

Pension is fixed benefit formula Nebr., N.J., Pa., Wash. 

(2) No prior service credited: 

(a) Pension equals 4/5 of 
annuity 
(b) Pension equals annuity S. Dak. 

(3) Pension is the actuarial equivalent 
of public contributions on behalf 
of member 

| 3. Noncontributory plans wholly supported by public 
funds: 







Des Moines 






Minneapolis 









Del., N.Mex. 











* All members receive a flat amount, regardless of membership in a local fund. For service not creditable in a local system, 
members receive in addition a fixed benefit allowance for service after July 1, 1944, and an additional fixed benefit for service prior 
to said date. 

> Pension equal to annuity paid for service prior to July 1, 1947; pension for service after said date equal to actuarial 
equivalent of 1.4 times the member’s accumulated contributions based on service after said date; no separate prior-service pension 
In lieu of this formula, a total allowance fixed benefit may be paid if it results in a larger allowance (see Table 5) 

© Equal to annuity purchasable by member’s accumulated contributions made prior to designated age, usually age 60 

4 Prior service is not separately computed in a prior-service pension, but state provides not to exceed 50 percent of total for 
those with 15 years of prior service in the state, if member in 1931. 

* Additional pension is paid those who were members between July 1, 1941, and July 1, 1947. 

* In addition, a flat pension of $180 is payable to all who retire with at least 10 years of service. 

® The total retirement allowance is planned to be equal to one-half final salary after 30 years of service; however, this is 
not a fixed benefit but merely the anticipated benefit. The formula belongs in the money-purchase classification 

4 If retired after August 3, 1947. If retired prior to said date, pension was the actuarial equivalent of the public contributions 
on behalf of the member. 
‘ For original members entitled to a special minimum. 
J If employed after July 1, 1949, annuity will equal $50 a month, matched by equal pension, making the total allowance 


$1200 a year. 
© Less actuarial value of contributions made by local district to state retirement system. This deduction amounts to about 


$3.50 for each year of service. 
! Slightly lower rate is used for prior service than for membership service but essentially the formula is the same and the 


total allowance is a fixed benefit. 
™ Special provisions apply to original members who retire before age 60, and allowances for these are recalculated when they 


reach age 60 in accordance with formula set forth in this table. 
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by the actuary as sufficient to produce one- 
fourth final salary some years ago will not buy 
an annuity today equal to one-fourth of pres- 
entday salaries—not only because of the higher 
final salaries but also because of the lower 
interest rates and the increase in cost of annui- 
ties. 

Ohio is classified as a system in which the 
membership pension equals the annuity, altho 
by recent amendment a flat pension of $180 
additional is payable to all who retire with at 
least 10 years of service. 

The classification of Wisconsin is in accord- 
ance with its most recent formula. Members 
retired before August 3, 1947, retired on a 
different formula (see footnote h, Table 4). 

All systems give credit for service prior to 
the enactment of the law except Colorado, 
Iowa, South Dakota, and Des Moines. In 
Colorado and Iowa only membership service is 
counted. In South Dakota the pension equals 
the annuity; no additional pension is paid for 
prior service. In Des Moines the pension equals 
four-fifths of the annuity ; prior service is there- 
fore not creditable in the calculation of the 
retirement allowance. This system, however, 
has been in effect since before 1900 and prior 
service is no longer a problem. 

In the two noncontributory plans, Delaware 
and New Mexico, the allowance paid is com- 
puted on the basis of total service including 
service rendered prior to the enactment of 
these laws. 


Total Fixed Benefits 


The systems listed in columns 2 and 4 of 
Table 3 and in item 1 of Table 4 are further 
analyzed in Tables 5 and 6, with the addition 
of the two noncontributory systems which also 
use fixed benefit formulas. 

In Table 5 the systems are classified accord- 
ing to the calculation of the total allowance, 
and in Table 6 the provisions for financial 
support of these allowances are analyzed with 
respect to the contributions from members and 
from public funds. 

Total fixed benefit formulas—In Table 5 
there are three major classifications—the third 
group pays allowances which are not based 
upon the member’s salary; the allowance is a 
flat amount of money in these nine systems. 
The benefit in the first two groups in Table 5 
is related to the active salary of the member. 


Some systems in each of the three grou, 
vide an allowance which is not related ¢. 
of service beyond the minimum req 
for retirement. 

There is an advantage in using a form, 
which is related to the years of service , 
to the salary earned during active service. | 
example, a flat amount of $1200 would 
half salary of a member who had earned , 
average of $2400 a year, but only one-third o; 
the salary of a member who had earned , 
average of $3600 a year. One of these mem) 
might have contributed much more or less +! 
the other, but both would receive the sap 
allowance. There is no relationship between ¢! 
retirement allowance and the active salary 
such a system. When the allowance is wu: 
lated to the years of service (whether it | 
flat amount or related to salary), one me 
ber will receive the same allowance as is pa 
to another who may have rendered ma 
more years of service. Both length of servi 
and active salary should be reflected in 
equitable retirement allowance. 

Furthermore, the allowance should rela 
to active salary which is representative of +! 
member’s service. Most systems achieve th 
result by use of the expression “final averay 
salary.” This term is defined differently 
different systems; most often it is the averay 
of the salaries earned during the last five | 
10 years of service. In recent years proposal: 
have been made to base the final average sala: 
on the salaries in the highest paid years of 
active service. Of the 19 systems shown in iten 
1 of Table 5, nine select the highest paid years 
for the final average salary or permit the us 
of any group of a designated number of year 
which would presumably be the highest pai 
years. 

This type of definition of final average salar 
is a recent innovation designed to increase th: 
allowances of members who in their last years 
of active service served in part-time or lower- 
salaried positions. Except for these individua! 
cases or periods of economic depression when 
salaries are lowered generally, this change in 
the basis for the final average salary has mor 


psychological than economic effect so far a 


teachers are concerned. Typically, the last five 
or 10 years of service would be the highest paid 
since teachers would have reached and re- 
mained at the maximum on the salary schedule. 
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Table 5 shows that 10 state and five local 
ystems compute the benefit as a proportion of 
lary for each year of service—longer service 
produces a higher allowance. In eight systems 
Colorado, Iowa, Missouri, Nevada, New 
Mexico, North Dakota, Atlanta, and Denver) 
the allowance is a proportion of salary for the 
‘otal service. (In Colorado and lowa, however, 
only membership service is counted.) Connect- 
cut has combined these two types of formulas 
by providing a total allowance equal to 40 
percent of the final average salary plus 1 per 
cent for each year of total service. In all these 
systems there is no relationship between the 
ilowance and length of service above meeting 
the minimum requirements for retirement.* 
Atlanta is the only system which bases the 
allowance on the salary of the last year of 
service. Thus, a teacher retired one year maj 
receive much more in retirement allowance 
with the same years of service as one who 
retired the year before because of the increase 
in active salaries during that year.* This differ- 
ence is not so large in systems that average 
the salaries of five or 10 years. When the allow- 
































ance is based on the salary of a single year, as 
this in Atlanta, costs cannot be anticipated over a 
rage period of years with any great degree of cer- 

tainty because active salaries may be increased 
age considerably in one year and the retirement 
costs for those who retire at the end of that 
sals year would be increased accordingly. In addi- 
ary tion to these disadvantages, this type of benefit 
of disturbs the retired members who see large 
en differences in allowances paid for the same 
ars length of service. 
Ise Because of these three disadvantages in a 
irs formula based on the salary of a single year, 
id most systems relate the allowance payable to 

the average salary paid over at least five years. 
r In Delaware the average is based upon the 
ie salary of the last 60 months. The Delaware 
rs plan is statewide and includes nonschool mem- 
r- bers who would be drawing active salaries for 





12 months in a calendar year. For school per- 
sonnel who earn 10 monthly pay checks, the 
average of the last 60 months would be the 
average salaries of the last six years. If some 
local districts pay school employees 12 monthly 
pay checks while others with equivalent annual 

















® This will be true in Colorado after 20 years of membership service. Until 1964 the allowance is a proportion of half salary 
depending upon the number of years of membership service. The statement is less true of Connecticut than of the other systems 
mentioned because of the combination in Connecticut’s formula. 

4 For example, some school districts have increased active salaries by as much as six hundred dollars or more in a single year 
5See Table 21 for minimum qualifications for normal retirement. 
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salaries pay 10 monthly pay checks, there would 
be differences among the school members of th« 
Delaware plan. 

Most systems relate the allowance to the 
length of service so that a larger allowance is 
payable for a longer period of service. Even 
among the systems where a flat amount of 
money is paid as a benefit (and the basic allow 
ance is not related to active salary) two sys 
tems—Chicago and Milwaukee—base the flat 
amount paid as total benefit on years of service. 





In these two systems a minimum amount is 
paid for 25 years of service and for years of 
service over 25 an additional amount is paid 
per year, to the maximum benefit. 

In Table 5 there are some distinctions which 
are not real differences. For example, most of 
the systems under item 1 use a small percent 
of the final average salary (such as 1% or 1% 
percent) for each year of service as the benefit 
formula. New Hampshire uses the fraction 
1/80 which is the equivalent of 1% percent. 
To show the real distinctions between the 
benefits payable under these formulas, sample 
calculations may be made as follows. 

For 30 years of service an allowance com 
puted as 1% percent of salary for each year 
of service would equal 45 percent of the base 
salary; after 35 years of service the same 
formula would mean a retirement allowance 
of 52% percent of salary. 

The systems that use a 
of 1% percent of salary would pay a retire 
ment allowance after 30 years of service equal 
to 37% percent of salary; after 35 years of 
service the allowance would be 4334 percent 
of the base salary. 

Rhode Island and San 
higher rate, 124 percent of salary for each year 
of service. This means that after 30 years of 
service members of these systems would draw 
an allowance equal to half salary, and after 
35 years of service the allowance would be 
58% percent of salary. 

Most systems require 30 or 35 years of serv- 
ice before the member is eligible to retire or 
they base the qualifications for retirement on 
an age which, for most members, would mean 
30 or 35 years of service.® 

The most unusual formulas shown in Table 


similar formula 


Francisco have a 









ES 


err 


AP ig t TRA 7 IDDAZ 
ee 1 a i* 


er 


MUDDY 


SVs sans iwi 


hie 


erie j 


5 are those of lowa and Missouri. In both of salary over the designated amount equa 
these states the allowance is computed by a_ total allowance. 

formula similar to the federal social security Portland also has an unusual formula. ‘1, 
formula.* A percent of the salary up to a desig- total allowance is a flat amount of 

nated amount plus a different percent of the Contributions depend upon the age of th: 





® The new (1950) social security formula is 50 percent of salary up to $100 plus 15 percent of salary over $100 up ¢ 


TABLE 5.—TOTAL FIXED BENEFIT FORMULAS IN 20 STATE AND 13 LOCAL 
SYSTEMS 





Systems using each type 
State systems Local systems 
1 2 3 





Classification of formulas 








1. Proportion of “final average salary" as defined: 
A. Average of last 10 years: 
1}4 percent thereof for each year of total service...... ies ea a Ark.,* P.R 
Percent up to designated amount, plus different percent of salary over 
ea i cies dscucocccccevccscvikscadives Mo. 
B. Average of highest 10 years: 
1 percent thereof for each year of total service................... Tas Kansas City 
C. Average of last 5 years: 
ee i a i ee N. Mex.» 7. 
I LCE LSE Sci dcc vs c.cccck ctcvcnsndenccsdeeic Nev.> Denver ! 
40 percent thereof, plus 1 percent for each year of total service...... Conn.» , 
1/80 thereof for each year of total service...................2005-. N.H. 
144 percent thereof for each year of service plus pension for prior 
service, total discounted to age of retirement under age 70........ Ky. 
D. Average of any 5 years: 
1} percent thereof for each year of total service, plus $150......... La. New Orleans 
1 percent thereof for each year of membership service, plus $20 for 
each year of total service............ AP lt BPR eo ns 5 a ess District of Colu: 
E. Average of highest 5 consecutive years: 
1 3§ percent thereof for each year of total service................... R.1. San Francisco« 
F. Average of highest 5 consecutive years in last 10: 
CN EEE EE a Se ee on Colo. ¢ Detroit> 
144 percent thereof for each year of total service, plus $150, at age 
60 discounted to retirement age if under 60..................... Ill.4 
G. Average of last 60 months: 


a ig ee a sida vas cccsccvbancsobececie ie Atlanta 
2 percent of salary earned over total service...............0..0000000 00s N.Dak. 
2 percent of salary (variously defined according to dates when service was 
rendered) for each year of service, plus 1 percent of the first $40,000 of 
earnings (with salary ceiling) since July 1, 1914, on which contributions 
were made. Total reduced by 1/12 of 1 percent for each month which will 
elapse between age of retirement and age 65.......................... Mass. State- Boston 
Percent of salary averaged over total membership service to designated 
amount, plus different percent of salary as defined over designated amount. lowa 
3. Flat amount of money not based on salary: 


£45 HAE s Biidi ds BERR DEM GUA’ de a cB i's a dca . cae oo vagaee o¥ba’ A aska, Ind. ox 
ee courwsiieebabeeee wie Portland 
SUES Ole HE elute Wawa bh a Wed We tee e ides oc cous done cd bide cd dba pale Omaha 
$600-$1320, depending upon class of membership....................... ling St. Paul 
$800 for 25 years of service, plus $85 for each year of service over 25, to $1650. ng aed Milwaukee 
$800 for 25 years of service, plus $60 for each year of service over 25, to $1700. , iba a Chicago 
RR PR ee OS: A a i. aye Calif. a 
$30 for each year of total service, to $900... 2.0.6 eee Wyo. 





» For 20 years of service. 
© For 20 years of membership service; prorated according to length of membership service under 20. 


“This is the substitute formula which is used if it produces a higher allowance to members age 55 after 20 years of service 
retiring after July 1, 1947; otherwise, formula is actuarial equivalent of sum equal to 1.4 of member’s accumulated contributions 


to June 30, 1947, and for service prior to said date, pension equal to annuity. 
* Received by all members regardless of creditable service in a local system. For service not creditable under a local system 
system an $600 flat benefit, equal to a each year of service before July 
salary ceiling. 
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in 1929. Those employed after July 1, 
49. will receive $1200 a year in the form 
¢an annuity of $50 a month matched by an 
~ual pension; these new members will con- 
bute accordingly. However, those employed 
yfore July 1, 1949, contribute a percent of 
heir whole salary estimated by the actuary to 

. suficient to accumulate a reserve large 
ough to buy a fixed annuity of $210, $300, 
- $450, depending on the member’s age in 
129, The employer’s contributions make up 
the difference so that a total allowance of 
$1032 may be paid. 

In Colorado it is reported that 50 percent 
{ the salary averaged over the highest paid 
ive consecutive years during the last 10 years 
the benefit formula, but Table 4 shows that 
Colorado does not give credit for prior service. 
Therefore, 50 percent of salary will not be 
savable until the member has served 20 years 
a member. This cannot be until 1964. Until 
then, members retiring with less than 20 years 
of service are not paid one-half of their final 
qerage salary but are paid an amount which 
sprorated according to the length of member- 
ship service. 

Financial support of total fixed benefit 
allowances—In Table 6 the contributions from 
members and the contributions from public 
funds are reported for the 32 retirement sys- 
tems in which the allowance is a total fixed 
benefit.” The types of contributions from public 
funds are shown in columns 2, 3, 4, and 5. 

Types of member’s contributions, shown in 
column 1, are classified into several groups 
according to whether they are a percent of 
salary fixed in the law, a percent of salary fixed 
by the actuary, or a flat amount of money. 

The purpose of Table 6 is to show what part 
of the total benefit (according to the formula 
shown in Table 5) is paid for by the contribu- 
tions of the member. The systems listed in 
columns 2, 3, and 5 are on a cash disbursement 
basis; those in column 4 are on a reserve basis, 
at least to some extent. It may readily be seen 
that it is not customary for total fixed benefit 
plans to be reserve systems. The reason is that 
when a system pays a fixed benefit the cost is 
a variable which is not easy to predict many 
years in advance; the rates of contributions 
must be changed more frequently than in 
money-purchase formulas. 


































































see Tables 7 and 9 for financial support of the Detroit system. 





* Detroit, included in Table 5, is omitted from Table 6 since the formula in Table 5 is applicable only to a specified group 
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The obligation of the systems listed in col 
umn 2 is to match the contributions from the 
members. The contributions from public funds 
then would easily create a small temporary 
reserve but this reserve will soon be consumed 
by the payment of the benefits due. In most 
of these systems there is no relationship be 
tween the benefit due and the obligation of 
the state for public-fund contributions over and 
above the matching of the member’s contribu 
tions—except that when retired members re 
ceive their checks there must be in the retire 
ment fund sufficient money to cover those 
checks. 

In the systems listed in column 3 the public 
has no obligation to contribute even as much 
as the members’ contributions; their only obli 
gation is to pay the balance of the fixed allow 
ance not paid for by the member’s contributions 
These systems also are on a cash disbursement 
basis and the obligation of the public is to meet 
current needs. The cost to the public is not 
spread over the years of active service of the 
individual member. 

The public contributions for the systems 
listed in column 4 of Table 6 are more varied. 
In Connecticut a sufficient reserve is set aside 
at the time a member retires to pay that mem 
ber’s allowance for life and the 
benefits thereafter if the member chooses such 
an option. It is, therefore, a partial reserve 
system. The District of Columbia is a cash 
disbursement plan. Louisiana, New Hamp 
shire, New Orleans, and to some extent San 
Francisco, are set up as reserve systems. The 
actuary estimates the amount required from 
public funds to create the reserves necessary 
to provide the total allowance less the mem 
ber’s contributions. 

Most of the systems listed in column 5 are 
cash disbursement plans. Previous comments 
with regard to public contributions to match 
members’ contributions are applicable to At 
lanta and Kansas City to practically the same 
extent. 

Systems such as Indiana and St. Paul, which 
rely upon a special tax for the retirement sys 
tem, have no assurance that the tax will pro 
duce the revenue which is necessary for the 
public contributions; and there is no relation- 
ship between the contributions from public 
funds and the payment of the benefits. 
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TABLE 6.—FINANCIAL SUPPORT FOR TOTAL FIXED BENEFIT PAYMEN?Ts 
20 STATE AND 12 LOCAL SYSTEMS . 





Type of contribution from members 


Type of contribution from public funds 





To match To meet To create 
contributions current necessary 
from members needs reserves 





2 3 4 





1. Percent of salary designated in law: 
A. On whole salary: 


TS ee a ee re 
B. With salary ceiling: 

5 percent to $7500................. 

5 percent to $4800................. 

5 percent to $3000................. 


4-6 percent to $1250 or to $3000¢.... 
2-6 percent to $2000*.............. 


2-4 percent to $2400°.............. 
2 percent to $3000................. 

2. Percent of salary fixed by actuary: ! 
A. On whole salary. .............6.0405- 


3. Flat amount of money: 
$90 a year for 25 years.................. 


Poy: Denver efaieta 
Colo. Mass.,® R.I.; Conn.» 
State- Boston," 
District of 
Columbia 


Nev. . Il. 


Ky.! 
Wyo. 


edes N.H, 

— San Francisco4 
Calif. 

Mo. gees 


La.; New Orleans 


N.Mex. (earmarke 





* Members on January 1, 1940, could elect to remain under 1-percent contribution rate; members on January |, 


elect to remain under 3-percent contribution rate. 


» Board is authorized to increase or decrease rate by 1 percent. 
© To January 1, 1951; thereafter, to be 4 percent until changed by legislature. 


¢* Rate changes with length 


of service in North Dakota, Chicago, and Milwaukee. 


* Rate changes with age of member in Kentucky and Kansas C. 


ity. 
t The rate fixed by the actuary is usually estimated to pay the cost of half the allowance shown in Table 5. See also {o 


notes n, 0, p, q, ft, and s. 


g For member’s share of fixed benefit payable on service not creditable in a local system, in addition to flat amount ir 


of this table. 


» Not to exceed 5 percent of salary to $3000. 
! Required of all members regardless of creditable service in local system toward flat amount of $600 paid to all member 
Amount depended on period of service, from $12 a year prior to July 1, 1935, to $60 a year for service after July 1, ' 


1 Plus an amount sufficient to pay benefits according to formula shown in Table 5. 
* Plus an amount equal to 20 cents per child from county tuition fund. 


! Plus an amount not to exceed 2 percent of salaries of original members for accrued liability. See Table 1! for pr 


service pension formula. 
™ Noncontributory plans. 


= Plus an amount necessary to make up defici 


© For benefit paid members on service not creditable in a local system, over the $600 flat amount, equal to $35 for each yee 
of service before July 1, 1944, plus $1.25 for each $100 of salary earned after July 1, 1944, to salary ceiling. 
PAt it, state appropriates reserve which, together with member’s contributions, is sufficient to pay allowance 


ts at end of preceding year in certain funds. 


; prior-service obliga 
* Total allowance is. om $700 is from public funds and $500 from member’s contributions. 


* The actuary fixes the member’s contributions according 
$210, $300, or $450. Balance of total allowance of $1032 is paid out of public funds. 


to his age on July 1, 1929, so as to provide a fixed annuity « 
Those employed after July |, 


receive $1200 and will contribute sufficient to pay half the cost. 


* For each member, $45 from territorial funds plus $22.50 from cities plus $22.50 from each of several other funds 
“ For each member, $12 from local employers. See also state’s contribution toward additional benefit paid members {or se! 


not creditable in a local system, footnote o. 
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The same may be said for any system which 
eles upon a fixed amount of money from 
wmployers OF the state, or upon taxes ear- 
warked in part for the retirement fund, when 
he allowance is a fixed benefit. For example, 
evenue earmarked for the retirement system 
iom taxes in Milwaukee may or may not be 
ough to pay the flat amount of money set 

< the benefit due (Table 5). 

Contributions of members are a fixed per- 
ent of salary in Louisiana and New Orleans. 
i) New Hampshire and San Francisco the 
yember’s contributions are fixed by the actu- 
y. In New Hampshire the member’s contri- 
itions are expected to pay one-half the cost 
the benefit of 1/80 of the final average sal- 
ry for each year of service. In other words, 
the actuary in New Hampshire fixes the mem- 
er's rate of contribution so that he may expect 
o pay for 1/160 of his final average salary 
multiplied by the number of years of service 
is his share of the cost of the annual allowance. 
In San Francisco the member’s contributions 
re also fixed by the actuary so as to anticipate 
the payment of 0.833 percent of final average 
alary for each year of membership service. 
The total allowance in San Francisco equals 
|% percent of final average salary for each 
vear of service. Hence it may be seen that in 
these fixed benefit plans the member is expected 
to pay one-half of the cost of his total benefit. 
The member’s contributions (item 3 in column 
| of Table 6) which are flat amounts of 
money are not necessarily sufficient to pay the 
member’s share of the allowance or they may 
be in excess of the funds necessary to pay the 
member’s share. 

Much depends upon the salary schedule in 
any area. It would be unfair to decide arbitrar- 
ily that a flat amount of money from each 
member was not a proper contribution to the 
retirement system without knowing salary 
schedules of active members. If the salary 
schedule is limited in scope so that a fixed 
amount of money contributed by members 
each year is approximately the same percent 
of salary for most of the members, then there 
is very little difference between the formula 
which sets forth a flat amount and one which 
makes the contributions of members a percent 
of salary. 

This principle works both ways, however. 
lf the large majority of the teachers reach 
their maximum after a few years of employ- 
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ment and all receive the same salary thereafter, 
5 percent of salary is to all intents and put 
poses a contribution of a flat amount of money. 
This is especially true when there is a low 
salary ceiling on retirement contributions. 

However, in most areas the salary scale is 
broad enough and the salary ceiling, if any, 
high enough that a percent of salary is consid 
ered the better type of contribution formula. 
Active members then contribute according to 
their salaries and should receive benefits which 
are related to their salaries. 

Advantages and disadvantages of total fixed 
allowances—From the member’s point of view, 
the systems that provide a total fixed benefit 
payment are more comprehensible than the 
systems where the benefit formula is an un 
known quantity based upon actuarial principles. 
In the systems listed in Tables 5 and 6 it is 
simple for a member to estimate the amount 
of allowance to which he may look forward 
The fact that he may not contribute his full 
share or that it is costing the state or city more 
than he is paying is (to him) immaterial. 

It is more difficult for members to unde: 
stand the retirement formula in the money 
purchase plans discussed in the next section. 
This is one of the disadvantages of the money- 
purchase type of allowance that does not attach 
to the total fixed benefit formulas. 

Another advantage to members in fixed bene 
fit formulas is that a change in interest rates 
or other circumstances that affect the cost of 
the retirement allowance are borne completely 
by the public. It will be shown later how the 
money-purchase plans are affected by such 
changes and that members must indirectly 
accept part of the effect of the increased cost 
of maintaining the retirement system. But in 
the total fixed benefit plans all of the “shock’’ 
is borne by the public. 

These apparent advantages to members, how 
ever, have inherent disadvantages also. Total 
fixed benefit formulas are more costly in a 
rising salary era; costs cannot as well be an 
ticipated in advance of need as in money-pu: 
chase plans, and fixed benefit systems cannot 
therefore as easily meet the standard of being 
a full reserve plan. As costs to the public in- 
crease over the years there may be greater 
resistance on the part of taxpayers. In times of 
economic depression this kind of formula is 
more easily adjusted for lower benefits to re 
duce the cost to the public. 
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Money-Purchase Retirement 
Allowances * 


In money-purchase plans the allowance de- 
pends at least in part upon the amount the 
reserve will purchase on an actuarial basis. 
This is a general classification which includes 
two major subgroups. In both, the portion of 
the retirement allowance that the member’s 
own contributions plus interest will buy con- 
stitutes the annuity. 

In one subgroup of money-purchase for- 
mulas, the portion of the total allowance that 
comes from the appropriations of public funds 
plus interest constitutes a pension equal to the 
annuity purchasable by the member’s accumu- 
lated contributions. Since the reserve accumu- 
lated from the member’s contributions is 
doubled by the addition of an equal amount 
from public funds, the formula is often called 
a money-doubled plan. 

The second classification under the general 
group of money-purchase plans includes those 
in which the pension portion of the allowance 
is a fixed benefit. It may be equal to a certain 
fixed percent of the final average salary, it may 
be equal to a proportion of the final average 
salary for each year of membership service, or 
it may be simply a flat amount of money. 

The money-purchase plans are described in 
the next four tables. They are classified as to 
whether the portion of the allowance from 
public funds is equal to the annuity purchas- 
able by the member’s accumulated contribu- 
tions or whether it is a fixed benefit pension. 
A prior-service pension is usually separately 
computed in this type of plan. 

The member’s contributions and the contri- 
butions from public funds may be fixed by law 
or fixed by the actuary. The annuity basis upon 
which the actuary fixes the member’s contri- 
butions and the pension basis upon which the 
actuary fixes the contributions from public 
funds are set forth in different tables. The 
separately computed prior-service pensions pay- 
able in most of these systems are also shown in 
a separate table. Therefore, for a complete pic- 
ture of the money-purchase type of allowance, 
it is mecessary to integrate the tables in this 
subsection of the bulletin. 

Member's contributions and their relation to 
pension payable-—Table 7 shows the mem- 





ber’s contributions for money-purch " | 
ment allowances and how they are relates JM shy 
the pension portion of the allowance, |) on 
state and six local systems members contri}, ea 
on the whole salary and in 20 state and thd fy 
local systems there is a salary ceiling. i 

South Dakota does not fit into either clad fo 
ification. There, members are offered a ¢ho;., fy 
,of benefits and methods of contributing there 
for. The choice includes the payment of sd co 
member’s contributions by instalments over opm ay 
year or over any period of time up to 40 yy en 
The total amount required for the mem) ~ 
half of the cost of the benefit he chooses jis es , 
mated and he chooses how he wishes to pay the 
cost of his share of his chosen benefit. At + 
of retirement his allowance consists of an », 
nuity purchasable with his accumulated co; a 
tributions plus an equal pension. 

In 15 systems the membership pension eq 
the annuity; in 17 state and five local syste; 
the pension portion based upon members! 
service is a fixed benefit. In all but fou 
these state systems prior service is comput 
separately from membership service and 
separate pension is granted on prior service { 
which the member has been credited. 

Minnesota is counted among the 15 mon 
doubled plans altho it cannot be listed 
column 2 of Table 7 since no prior-service pe: 
sion is computed (see footnote d in Table 4 
South Dakota, Des Moines and Minneapo! 
do not fit into either classification. 

In the state of Washington the pension » 
tion of the allowance is based on total se: 
ice; prior service is not separately comput 
and the pension payable is a flat amount ot 
$1200 a year for those who meet certain qual 
fications and less for those who do not meet 
the qualifications. 

Nebraska, New Jersey, and Pennsylvan 
also do not compute prior service separate! 
from membership service but grant a fixe 
benefit pension on total service. 

The Des Moines system is different from the 
others in that the pension equals four-fifths o' 
the annuity and no prior-service pension is pa\ 
able. However, as has been pointed out earlie: 
in this bulletin, the Des Moines system wa: 
established before 1900 and prior service is 0 
longer a problem. 





® The term ‘‘money-purchase” as used in this bulletin is defined in the Glossary. It is a different use of the term fro: 
which is used by certain insurance companies for certain kinds of group insurance contracts. 
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In Minneapolis the total allowance equals 
the actuarial equivalent of the member’s ac- 
cumulated contributions and the actuarial 
equivalent of the contributions from public 
funds on behalf of the member. The members 
contribute 5 percent of their whole salary. The 
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id thre 


Contributions from public funds and their 
relation to annuities—In Table 9 the contri 
butions from public funds are shown for the 
40 systems for which member’s contributions 
are shown in Table 7. In five states the con- 
tribution from public funds is designated in the 
law as a percent of the payroll of members. 






































































































cl formula for the contributions from public 
i cho funds is shown in Table 9. In three of these five systems, however, addi- 
there Those systems shown in Table 7 as having tional contributions, which are computed by 
OF tl contributions of members fixed by the actuary the actuary to be sufficient to meet the state’s 
er are further analyzed in Table 8 to show the obligations for accrued liability, are made from 
) ye end result in the form of an annuity toward public funds. 
‘mber which the actuary estimates the member’s con- The 19 state and seven local systems classi- 
S tributions. fied under item 2 of Table 9 are those where 
ay th 
tt TABLE 7.—MEMBER’S CONTRIBUTIONS FOR MONEY-PURCHASE PLANS AND 
a THEIR RELATIONSHIP TO PENSION PORTION OF ALLOWANCE IN 
31 STATE AND 9 LOCAL SYSTEMS 
l 
Pension portion of allowance 
Qua Equal to annuity, Fixed benefit pension Fixed benefit Other 
ster Member’s contributions upon plus separately on membership service, pension on 
which annuity portion o computed prior- plus separately com- total service 
rshir allowance is based service pension puted prior-service (prior service 
"7 (money-doubled pension not separately 
ur ¢ plans) computed) 
ute a 1 2 3 4 5 
nd ae i Ee - ne 
. 1. Percent of salary designated in law: 
ek A. On whole salary: 
According to statutory schedule Des Moines 
I Ys 0H 50-065. 06:6 6:5 we's 0 60 se Wis. °¢ 
ne IS 5 i ho na.0.0,0.65.0.9 6 Ga. Maine Minneapolis* 
| DReki tsk ce ctbrstvoeveas : N.Y.4 
RS Bane 046 6000 d0000 S.C.; Boston 
pen B. With salary ceiling: 
5 percent to $5000......... N.C. Mont. Minn 
4 5 percent to $3600......... Tenn., Texas Mich.; Detroit Wash. 
V0) is NE eee W.Va. 
, 5 percent to $3000............ Ohio> 
5 percent to $2400... Nebr 
: 5 percent to $2000............ St. Louis 
pO 4 percent to $7500............ Okla. 
pr ED CO NOs cece cc cccccess Kans. 
EE EE Miss 
ite 3% percent to $3000............... Ala 
f 2. Percent of salary fixed by actuary as sufficient 
ol to provide fixed annuity:* 
il nee, ee rere Hawaii, Md., Vt.; N.J., Pa 
Baltimore, Los 
eet Angeles, New 
York City * 
; B. With salary ceilings: 
n! £6 Shia o.05ge aes Fla. ¢ 
7 «nip hv.d¢s sine dias : Va. 
a I hal, 10.06 dukes hve eeseds Oreg.; San Diego Idaho 
ed NG 5 6. 66:0.0 0 as05s 00% Ariz. 
NEO Pe Utah 
he — CO — — ——- 
of *See Table 8 for basis on which actuary fixes rates in systems classified in this group. 
>In addition, a flat pension of $180 is payable to all members retiring with at least 10 years of service. 
\ © If retired after August 3, 1947. If retired prior to said date, pension was actuarial equivalent of public contributions on 
5 behalf of member. 
er 4 Four percent for members who joined prior to June 30, 1948; 5 percent for those who joined after said date 
aS * Original members could choose between rate fixed by actuary and contribution of 3 percent of salary. 





* Members are offered choice of four plans; contributions depend upon choice. 

® Member’s contributions vary with sex and age at time member joins the system. Contributions from public 
exceed members’ contributions. Pension equals four-fifths of annuity. 

® Total allowance equals the actuarial equivalent of member’s accumulated contributions and the actuarial equivalent of 
contributions from public funds on behalf of the member. For formula for contributions from public funds, see Table 9. 

! Members are offered choice of benefits and contributions therefor; choice includes payment in one year or over any period 
of time up to 40 years of total required for half of cost of benefit. 
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the actuary estimates the necessary percent of original members who have at least |5 \» rela 
the payroll of members sufficient to provide the of prior-service credit. and 
pension portion of the allowance from public The eight systems listed in Table 9 yng, ind 
funds. In 10 of these 26 systems the member- items 4, 5, and 6 are cash disbursement | 
ship pension is to equal the annuity, and a_ of one kind or another. In five systems app, 2. 
prior-service pension is separately computed. priations are made sufficient to meet currey: tiot 
In 14 of these 26 systems the membership pen- needs; Des Moines is dependent upon the p; fir 
sion is a fixed benefit with a prior-service pen- ceeds of a special tax. The pension equals foy, rh 
sion separately computed, while New Jersey fifths of the annuity. A special formula js al 
and Pennsylvania pay a fixed benefit pension forth in Wisconsin and Minneapolis. Minne Ta 


on the total service. apolis is dependent on a special tax for the 10 

Minnesota’s plan, which is the only one collection of funds sufficient to meet the need: ave 
under item 3, corresponds to the plan already of the system according to this formula. f 
discussed for Connecticut in that the reserves The fixed benefit pensions payable | 


necessary for each member who retires are set systems listed in column 3 and under item: fré 
aside at the time of retirement. This procedure and 4 of column 4 of Table 9 are shown n 
makes Minnesota a partial reserve system. The Table 10. The fixed benefit pension is usua! 














difference between the Connecticut plan and computed on membership credit; in four sta: 1 
the Minnesota plan is that in Minnesota the systems it is based on total service. These {o 
membership pension equals the annuity, systems are shown under item 1 in Table | “a 
whereas in Connecticut the formula is for the There are four systems—Kansas, Nebras| 
total allowance on which the member’s con- Washington, and Wisconsin—in which +! 
tributions are applied, but not separately com- actuary estimates the contributions from pub! 
puted as an annuity. In Minnesota prior serv- funds necessary to pay a flat amount of mon 
ice is not separately computed, but the state as the pension portion of the allowance (iten 
pays up to one-half of the total allowance for 1C and 2F). In these systems there is no direc: 
TABLE 8—ANNUITY BASIS UPON WHICH ACTUARY FIXES MEMBER'S 
CONTRIBUTIONS IN 12 STATE AND 4 LOCAL MONEY-PURCHASE 
RETIREMENT SYSTEMS 
End result toward which actuary estimates necessary percent of salary 
sufficient to provide reserve: annuity yma A mon State and local systems using each basis 
Bs 1 2 
1. Percent of final average salary as defined: 
A. —— average salary as defined: 
I UL ee ol, ae cbbecseccoscotccccedeeees Los Angeles» 4 
B. 1/140 of final average salary as defined: : 
Ne ee. woe sev ccsecccdwsn seedadpedenstenen Ariz. (salary ceiling, $2800), Ida! 
(salary ceiling, $3000), Pa.,° Ut 
(salary ceiling, $2500); Baltimor: 
San Diego (salary ceiling, $3000 
Los Angeles» 
po EEE LO PSE ee, ee ae N.J.. Va. (salary ceiling, $3600) 
Average of any 5 consecutive years....... 26... cece ene Hawaii 
Average of highest-paid 10 years... .... ©. 2... 6 ccc cece Vt. 
Average of highest-paid 10 consecutive years......... 2... 6... c eee eee Md. 
<. —— 1/120, or 1/100 of average salary of highest-paid 10 years, at choice 
ath ee wie ea irke ds os cov ees ene o's aed ewe mse weel ss Fla. (salary ceiling, $5000) 
D. 1/160 of final average salary as defined: 
a a nin oaGinive ope siengeesccesecd ees ¥ecbssbhege vase Pa.* 
i tats wa nan p din dims iain demas Oreg. (salary ceiling, $3000) 
14 average salary of last 5 or of any 10 consecutive years............... New York City 
2. Flat amount of money: 
$100, $200, or $300, at choice of member........ 00.6. ee cece S.Dak.¢ 





* The actuary fixes a percent of salary which is estimated to be sufficient to provide at time of retirement an annuity equa 
to the formulas or amounts listed. When a member retires he is entitled to an annuity the actuarial equivalent of his contribution 
which have accumulated with interest on the basis of the actuary’s estimate. 

> Members in service on July 1, 1950, could _— to continue contributions on 1/140 rate and receive lower allowance. \ 
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relationship between the membership pension 
and the annuity, or between the total allowance 
and the active service salary before retirement. 








Table 10. In Florida members are given a 
choice among four plans providing different 


available 






benefits and making those benefits 

































unde; 
plan The major portion of Table 10 is under item at different ages or after different lengths of 
ippre ?. Sixteen systems in this group base contribu- service. The three formulas shown in Table 
irrer tions for the pension for membership service on 10 are those applicable according to the mem 
pro “fnal average salary” as variously defined. ber’s choice of contribution. 
four The definitions of final average salary are as In Montana the two formulas are dependent 
IS set varied as in the total fixed benefit formulas in upon the number of years of service the mem 
inne. Table 5. Some systems are still using the last ber has rendered. 
the 10 years of service as the basis of the final In Pennsylvania members on July 1, 1950, 
leeds average salary but many are using other groups could contribute at the higher rate, in which 
of years. case the pension portion of the allowance on 
1 2 The proportions of final average salary vary membership service would also be higher; ot 
ns 7 from 1/100 to 1/160. For Florida, Montana, they could continue at the lower rate, in which 
n ind Pennsylvania two formulas are shown in case the pension portion for membership service 
all 
ne TABLE 9.—CONTRIBUTIONS FROM PUBLIC FUNDS AND THEIR RELATIONSHIP 
w TO THE ANNUITY PORTION OF ALLOWANCE IN 31 STATE AND 9 LOCAL 
ou MONEY-PURCHASE RETIREMENT SYSTEMS 
10 
ska Annuity portion of allowance to be the actuarial equivalent of 
th member’s accumulated contributions 
sy Contributions from public funds for Membership pension Membership pension Other 
11 pension portion of allowance» to equal annuity, a fixed benefit, 
a prior-service pension prior-service pension 
Ie separately computed separately computed 
n 1 2 3 4 
x 7 a es 
1. Percent of payroll of members designated in law: 
With salary ceiling: 
5 percent to $3600. . Texas ° Mich. ¢ 
5 percent to $3060.......... W.Va. °¢ 
5 percent to $2500 Utah 
7 3% percent to $5000.......... di Mont. secs 
Percent of payroll fixed by actuary to be sufficient Ala., Ga., N.C., Ariz., Fla., Hawaii, N.J.,# Pa.s 
to provide pension portion of allowance» Ohio, 4 Okla., Oreg., * Idaho, Maine, Md., 
Sis S.C., Tenn.; Boston, N.Y., Vt., Va.; 
San Diego Baltimore, Detroit, 
Los Angeles, New 
York City, ' St. Louis 
Minn, 


Reserves necessary for those retiring allocated at time 
of retirement 
. Appropriations sufficient to meet needs 


~ 


Re on . uo dled cee be dewnee eee 
Other: 

A. For each member, amount equal to 50 percent 
of member's contributions to $180 plus 5 
percent of same to $180 for each previous 
year of service, less 1 percent of same to $180 
for each $100 of salary during current year in 
excess of $1200; maximum 200 percent of 
member's contributions to $180. If member 
served for full school year, $25 is added 

B. For each member, amount equal to 144 percent 
of salary to $3000 plus \ of 1 percent for each 
year of service, less 1/20 of 1 percent for each 
$100 of salary in excess of $2000; total not 
to exceed 9 percent of salary 








*See Table 11 for prior-service pension formulas. 


contributions, 


or with less than 30 years of service (see Table 10). 
'See Table 7 for further information. 


» See Table 10 for pension basis on which actuary fixes rates in systems classified in this group 
© For normal contribution only; actuary to fix accrued liability rate. 

“In addition, a flat pension of $180 is paid to members with at least 10 years of service. 

* At present, employer’s current service contributions, determined by the actuary to be sufficient, is 


* For normal contribution only; for accrued liability contribution city appropriates $1,010,000 a year. 
® Prior service is not separately computed; pension portion of allowance is calculated on total service. 
» Pension portion of allowance is $1200 if member retires after age 60 with 30 years of service, discounted if under age 60 



























Miss. Kans. Nebr.,® S.Dak., 
P§ Wash.» 
ease Des Moines ! 
Wis. 










Minneapolis ' 















70 percent of the member: 
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would be paid at the lower rate. New members that is, the membership pension portion of +} 
who join after July 1, 1950, pay at the higher allowance would equal 30/120 and, if + 
rate and will receive a pension on membership annuity were approximately equal there:o, 


service at the higher rate. total allowance on membership service wou|; 
Examples of benefits payable—Since the be equal to 60/120. 
membership service pension is intended theo- For the systems using smaller fractions ; 


retically to equal the annuity, it may be shown this type of benefit, more years of service a» 
how the money-purchase allowances would necessary to acquire an allowance which woy|; 
work out with fixed benefit pensions. In all he equal to half salary. If the fraction is | /|4 
these examples it is assumed that the annuity and if the annuity were approximately eq, 
equals the pension.® to the pension, it would take 35 years to acqui; 
For 30 years of membership service the fixed a reserve for the payment of an allowance eq 
benefit pension formula of 1/120 of final to half salary on membership service. 
average salary should yield a total allowance Distinctions between money-purchas. 
on membership service equal to half salary; mulas—A comparison of the contributions ; 


® However, see later discussion which shows that the annuity paid is frequently less than anticipated. 


TABLE 10.—FIXED BENEFIT PENSIONS IN 17 STATE AND 5 LOCAL MONEY. 
PURCHASE PLANS 





Systems using each formula 





Fixed benefit pension for which public contributions are made 
State systems Local systems 


1 2 3 








1. For total service (membership and prior service not separately computed): 
A. 1/140 of final average salary as defined, for each year of total service: 


a nso don 4esdabeathbescusceensbaseenel N.J.> 
ns ound op vice ceNeerebnadbecsinnctclnauewe Pa.¢ 
B. 1/160 of final average salary as defined, for each year of total service: 
ee, os on cased SEC EREOESE DEORE eH CCC EES Pa.4 
C. Flat amount of money: 
I EE ee ee ee Nebr. * 
$1200 for age 60 with 30 years of service... .... 2... 2.6 ec eee cee ees Wash. ¢! 


2. For membership service (prior-service pension separately computed ®): 
A. 1/140 of final average salary as defined, for each year of membership service: 





Ne ccc cccere cect cde ebasesecscceonsececs Idaho Baltimore, St. | 
ee ih ov bbs occ sves ccc ceessreseiocccccccccesses Maine, Va. * - 
Average salary of highest-paid 10 consecutive years. ............6.000c0eees 
Average salary of highest-paid 10 years... .... 2.0... ccc cece eens Fla., ** Vt 
Average salary of any 5 consecutive years...... 2... 6.66 eee ce cee cee eens Hawaii 
BN I GE GN IIS og oo cceccccc ccc ccccccctcsevssesssdssvsccees Mont. *> 

B. 1/120 of final average salary as defined, for each year of membership service: 
BROEIT GHII GE TIE BO POREB. 6c ccc cccc cece ccc cccesscdssccsscses Pay Los Angeles 
Average salary of highest-paid 10 years... ... 2... 2... eee ee nee Fla. ** ¥ 
Average salary of highest-paid 5 consecutive years. ....... 2.66.0 scceeeeeees Mich. * - 

salary of highest-paid 5 consecutive years in last 10 years........... MG Detroit 

C. 1/100 of average salary of highest-paid 10 years. ...... 22... 6. ec ce eee cence Fla. *« 7 

D. \ of final average salary as defined, for total years of membership service: 
Average salary of last 5 or of any consecutive 10 years. ..............6.405. N.Y. New York City 
Average salary of any 5 years, for 35 years of service................000005. Mont. * Baws 

E. 1/280 of average salary of last 10 years for each year of membership service plus $6. Ariz. * 

F. Flat amount of money: 
$12 for each year of membership service. ...... .. 2. 6 cece eee eens Kans. * 
$24 for each year of membership service. ...... 2.2... cc cee cece eens Wis. ' 

* See Table 11 for prior-service pension formulas 


July 1, 1950, and former members who elected to contribute at higher rate. 
uly 1, 1950, who did not choose to contribute at higher rate. 
as shown in Tables 7, 8, and 9. 
age 60 with less than 30 years of service, monthly pension equals as many 30ths of $100 as years o! 


t If member at 
service; if under age 60 but with 30 or more years of service, monthly pension equals $100 less $2 per month for each year the 
member is under age 60 at time of retirement. 

® Members may elect plan of retirement and contribute accordingly. Pension portion conforms to selection of member 

» If service is less than 35 years; otherwise see other provision in Table 10. 

! If retired after August 3, 1947, at age 60 with 30 years of service. If retired before that date, pension equals actuarial value 
of contributions of state on behalf of member. 
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be made from public funds set forth in Table 
10 with the contributions from members set 
forth in Table 8 shows that usually the actuary 
bases the contributions from public funds for 


the membership pension portion of the allow 
ance on the same basis as the member’s contri- 
butions are fixed for the annuity. The member 
is expected to contribute an amount which will 
accumulate a reserve equal to that accumulated 
from contributions from public funds. The 
expected result is an annuity equal to the pen- 
sion. This result does not necessarily follow. 

Systems which have this kind of formula 
are unlike those which give a pension equal to 
the annuity—the money-doubled plans. In ap- 
plication they are quite different. 

One difference is that this type of formula 
allows the member’s contributions to be the 
variable; the actuary estimates the rate which 
a member must contribute according to his age 
ind sex. This type of formula takes sex dif 
ferences in mortality into account in fixing 
the contributions of members. But it also takes 
mortality factors into consideration in comput 
ing the annuity purchasable by the member’s 
accumulated contributions. Money-doubled 
plans usually have a fixed contribution for 
members ; sex differences in mortality are taken 
into consideration in the calculation of the 
actuarial equivalent of the reserves for the 
payment of the allowance, in both the annuity 
and pension portions. 

This is the crux of the distinction in these 
formulas. When the annuity is the actuarial 
equivalent of the accumulated contributions of 
a fixed percent of salary, it is affected by in- 
terest rates and mortality factors so that the 
same amount of money may purchase a dif- 
ferent amount of annuity from one time to 
another and a different amount of annuity for 
a man and a woman. When the pension equals 
the annuity, the same factors affect the pension 
also. 

In those systems where the membership pen- 
sion is a fixed benefit, the annuity portion is 
affected by lower interest rates and mortality 
factors, but the pension portion is not, since it 
is a fixed benefit. 


10 Unless there is a minimum on the total allowance 


It will be recalled that in the discussion of 
the total fixed benefit formulas, it was said 
that those allowances did not bear the effect of 
changing economic and mortality conditions as 
much as money-purchase plans, and that the in 
creased cost because of lower interest rates and 
the increase in longevity was borne by the 
public. In money-purchase plans the membe 
bears a part of the effect of these circumstances 
in the lower annuity purchasable by his ac 
cumulated When the 
equals the annuity the member bears the entire 


contributions. pension 
increase in costs.'° When the pension portion of 
a money-purchase formula is a fixed benefit, 
the members pay their share of this extra cost 
by having the effects bear on the annuity por 
tion of the allowance while the public bears 
the increased costs in paying the fixed pension. 

In the later discussion of interest rates, these 
three kinds of formulas must be kept in mind. 


Separately Computed Prior-Service 
Pensions ' 


A number of references have been made to 
the systems which compute a separate pension 
for service rendered before the enactment of 
law. There are 28 state and 
seven local this 
cedure. All but one of these plans use a money 
purchase formula. Kentucky is the only total 
fixed benefit plan that pays in addition a 
separately computed prior-service pension. 

Table 11 shows distinctions with regard to 


the retirement 


systems which follow pro 


the prior-service pension in relationship to 


the membership pension in money-purchase 
plans. The systems are listed in columns 2 and 
3 according to the type of pension which is 
payable on membership service. Those in 
either column 2 or column 
under item | pay a prior-service pension which 
is comparable to the membership pension. 
Most pay, year for year, an amount for prior 
service roughly equal to twice the amount 
which would be paid for membership service. 

Kansas, Montana, Wisconsin, and St. Louis 
are exceptions since they pay a prior-service 
pension that is at the same rate as for member 
This is half the rate that is 


3 and grouped 


ship service.’* 


4 Prior service in this section of the bulletin relates primarily to service in the same coverage area rendered before the 


retirement law was enacted. 


In some systems this definition of prior service includes military service or out-of-state prior service 


Service rendered after the establishment of the system in other coverage areas, that is before employment of new members, is 
discussed in a separate section of the bulletin. (See Tables 24 and 25.) 


7 A total fixed benefit or a fixed benefit pension based on total service is not dissimilar from these systems paying a 


separately 


computed pension for prior service but basing said prior-service pension on the same rate as for membership service 
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payable in most of the other systems and one- 
third the rate that is payable in Georgia where 
recent legislation has increased the prior- 
service pension so that it now equals three 
times the annuity purchasable by reserves which 
would have accumulated during prior service 
had the system been in existence and the mem- 
ber made contributions. 

The typical pattern, however, is that the 
prior-service pension shall equal twice the 
rate which would have been paid if the system 
had been in existence and if prior service had 
been membership service. This means, actu- 
ally, that for service prior to enactment, the 
state or local employer is paying the contribu- 


tions of the member as well as the pub! 
contributions. When the same rate is used {o, 
prior service as for membership service, it js +}, 
equivalent of the employer’s contributions on); 
and for prior service there would be no cont; 
butions equivalent to the member’s contri}, 
tions during membership service. When the 
prior-service rate is more than twice the men 
bership rate, as in Georgia, the prior-seryice 
pension is increased by one-half for the purpose 
of raising the total allowance of original men 
bers, many of whom must retire after having 
received fairly low active salaries for a larg 
portion of their creditable service. 

The systems listed under item 2 of Table | 


TABLE 11.—SEPARATELY COMPUTED PRIOR-SERVICE PENSIONS PAYABLE IN 
26 STATE AND 7 LOCAL RETIREMENT SYSTEMS * 





Type of pension on membership service in 
state and local systems 











Type of prior-service pension 
Equal to Fixed 
annuity benefit 
1 2 3 
1. Prior-service pension compared with membership pension: 
A. Twice annuity purchasable by reserve which would have accumulated Ala., Miss.,>¢ 
during prior service had system been in existence and member made Re. &&.. 
contributions Tenn.; Boston4 
B. Twice rate for pension due on membership service, for each year of prior San Diego* Fla., °¢ Hawaii 
service Idaho, Maine, 
Mich., Md., Vt., 
Va.; Baltimore 
Detroit, Los 
Angeles °¢ 
C. Three times annuity purchasable by reserve which would have accu- Ga. exes 
mulated during prior service had system been in existence and 
member made contributions 
DD. Equal to annuity purchasable by reserve which would have accumu- fabs Wis. ¢ 
lated during prior service had system been in existence and member 
made contributions 
E. Same rate as for pension due on membership service, for each year of Kans.,* Mont.; 
prior service St. Louis« 
2. Prior-service pension unrelated to membership pension: 
$30 for each year of prior service, maximum 20 years.................. Oreg. 
$20 for each year of prior service, maximum 30 years.................. coe Ariz. 
1/140 of final average salary for each year of prior service.............. beak N.Y.; New York Cit 
1/70 of final average salary for each year of prior service............... Utah co 


2 percent of final average salary to $2000 for each year of prior state serv- 
ice, 134 percent on out-of-state service credit purchased prior to June 


RST LY ORE PEE a eee ee ry tr eer re Ohio* 
2 percent of final average prior-service salary to $3000 for each year of 

prior service, maximum 36 years... .... 6... 6666 c ccc ecw ee ee eneee Texas 
1% percent of final average salary to $2500 (minimum average salary, 

$1200) for each year of prior service... .. 2... 6.6 occ cee cence nee W.Va.>e 
0.8 percent of average annual salary to $3000 for each year of prior service, 

II, Gh bs Sedeidb Mh ccd bd G dels c cu bicbiveccccccccvecees Okla. ° 


3. Prior-service pension paid with total fixed benefit allowance: 
1 percent of final average prior-service salary to $2000 for each year of 
ORE TNs da'o06 o CARA AREA ath o ce bes panes ccc cc ctesdstvdes “eee Ky. 





a : Al systems in this table are money-purchase plans except Kentucky. 
ceiling for prior-service — computation, $2000. 
Ls + maximum prior-service 
@ With minimum prior-service 
* In addition 
with BA 10 years of service receive a flat amount, a 
f retired before — 3, 1947, pension portion poh... allowance was the actuarial equivalent of contributions of state on 
— behalf; if retired after said date and meeting certain qualifications, monthly pension equals $2 for each year of state 
service, maximum 35 years. 
«If member attains minimum retirement age within first 15 years of operation of system, he receives an additional prio: 
service pension equal to 11/100 of final average salary less 1/140 of final average salary for each year, if any, from date 0! 
establishment of system to date of attaining minimum retirement age. 


pension, 
ition to matching annuity with membership pension and paying additional prior-service pension, all members retired 
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pay prior-service pensions that are unrelated pay prior-service pensions which are not com 
to the membership pensions. For example, puted in the same manner as the membership 
Oregon pays a membership pension which is pension. 

equal to the annuity. For prior service it has 
a fixed benefit formula. In Arizona the mem- 
bership pension is a fixed benefit formula but The rates currently fixed by actuaries for 
a different formula is used for the fixed benefit the public contributions in a number of sys- 
pension payable on prior service. The other tems are set forth in Table 12. It may be seen 
systems listed under item 2 of Table 11 also that about one-half of the systems are paying 






Current Public Contribution Rates 









TABLE 12.—CURRENT RATES FIXED BY ACTUARIES FOR CONTRIBUTIONS 
FROM PUBLIC FUNDS* 















Rates of public contributions fixed for 1950 











Retirement system For normal For accrued Total for con- 
contribution liability tribution from 
contribution public funds 

1 —_—" 








1. State systems: 





[ Se bs aaa 3.36% 331° 6.67 

Ea 5.03> t t 

Florida....... 3.03 3.69 6.72 
Georgia. . 2.73 4.10 6.83 
ts was 6.0 5.24 1.856 7.098 
Idaho........ 6.00 4.86 10.86 
DS an Gia da cahitead we 6.86 4.40 11.26 
Io aa» 0.4. 654 mia Ow 3.71 4.12 7.83 

Maryland 4.75 4.22 8.97 

Michigan....... 5.00 2.75% 7.75) 
New Jersey..... 5.32 4.30! 9 62! 
New York....... PTI 4.12 4.28 8.40 
North Carolina.............. 3.90 5.35 9.25 

=2 SARA an Guaa Rahs 6 } 5.63 1.62 7.25 
i £2) Ugdsivdedes obddes eeu 3.374 3.20) 6.57 
South Carolina............ 3.39 5.33 8.72 
Tennessee...... 3.76 3.60 7.36 
0 RES See re ee oe 5.00¢ . . 

SE, ESS eer 4.31 4.08 8.39 
West Virginia.... 5.00¢ 3.00 8 00! 





2. Local systems: 






District of Columbia... .. Bese 
Ee ae 









k 





4.05 48 C 
4.43 67 9.10 
12.16 t t 













mt 











* Some of the systems listed in Tables 6 and 8 as having the contributions from public funds a percent of payroll, fixed by 
the actuary, are not listed in this table. Those omitted include two groups: (a) those for which information has not been 
available; and (b) those which are operating on a cash disbursement basis because the legislature has not fulfilled its obligations 
and the estimates of the actuary, if made, have been disregarded. 

In some systems these percents apply to compensation below a salary ceiling 

> This rate is the maximum fixed in the law. 

© For normal contribution, rate is percent of payroll designated in the law 

4 Of total membership payroll. 

© No information. 

f As much as is needed to pay allowances. 

® For accrued liability contribution, 1.85 percent comes from territorial funds for teachers; from county funds for county 
employees rate varies between 1.23 percent and 3.44 percent. Since these rates do not apply to teachers they are omitted from 
the table. 

» Current rate certified for accrued liability; 6 percent is total current appropriation. 

! Current rate certified for accrued liability, 4.30 percent; 1.49 percent is current appropriation. 

1 Of the payroll of members who joined after establishment of system. 

* For accrued liability contribution, city appropriates $1,010,000. 

1 The total rate shown in the table includes the fixed percent of payroll designated in law for the normal contribution plus 
the accrued liability rate fixed by the actuary. 
™ Total rate cannot be given because of flat amount for accrued liability contribution; see footnote k. 
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over 8 percent of the compensation of members 
as the contribution from public funds. In no 
system are the members as a whole required 
to contribute such a large percent of salary. 
Comparison of the rates in Table 12 with those 
in Tables 6 and 7 shows that members’ con- 
tributions are supporting less than one-half 
of their allowances. This will continue to be 
true until original members in reserve systems 
have retired and until those in cash disburse- 
ment systems have died. When the accrued 
liability for prior service has been amortized in 
a full reserve system, contributions from public 
funds can be lowered, and may be lower than 
members’ contributions since the pension liabil- 
ity fund will have the advantage of the re- 
serves left in the retirement system from public 
contributions on behalf of members who with- 
draw their own accumulated contributions. 
Comparisons in Table 12 should not be made 
from one system to another. Contribution rates 
from public funds are not comparable be- 
cause some systems have planned their amor- 
tization over shorter periods than others; 
some systems have been in existence for a longer 
period of time than others and have been able 
to reduce their accrued liability contributions ; 
some systems are not receiving the full appro- 
priation certified by the actuary or called for 
by the provisions of the law. Furthermore, 
some systems have salary ceilings on the pay- 
rolls against which these percents are applied. 
The only comparison that should be made is 
between the contributions from public funds 
and from members in a particular system. 


Maximum and Minimum Retirement 
Allowances 


Regardless of the type of formula used in 
computing the normal retirement allowance, 
it is possible that the total allowance is in- 
adequate to meet current costs of living, es- 
pecially since many of the formulas were 
planned to be calculated upon salaries paid 
at the time the plan was established. These 
salaries were much lower than the presentday 
average salaries. For this reason, a number of 
systems have placed a minimum limit on the 
normal retirement allowance. 

Likewise, some systems have placed a maxi- 
mum upon the normal retirement allowance. 
This maximum is planned to limit the obliga- 
tions for appropriations from public funds. 


Theoretically, a retirement plan buil: 
actuarial principles cannot have maximum 
mininium limits, since the allowance should be 
the actuarial equivalent of the reserve at hand 
(or which should be on hand if full appropria 
tions have been made) for the payment of thy 
individual member’s benefit. However, eve; 
some actuarial plans have set minimums ¢ 
supplementary appropriations or by lengthe; 
ing the period for amortization of the accrued 
liability, by using larger amounts for immed 
ate costs and postponing the date when +! 
accrued liability is expected to be paid off. 

In general no distinction is made in ‘l’a 
13, where the maximum and minimum limit: 
are shown, between those systems which pa 
total fixed benefits and those which use mone) 
purchase formulas. The maximum limits ar 
shown under item | and the minimum limit 
under item 2. 

A distinction is made on both the maximu: 
and the minimums between their applicatio: 
to the full allowance and to a portion only « 
the allowance. 

Maximum allowances—It will be seen that 
13 state and four local plans set a maximum o1 
the total allowance in terms of an amount of 
money ; while five state and two local systems 
place a maximum in terms of a percent of 
active salary. Under item 1B of Table 
the maximums apply only to the pension po: 
tion of the allowance. There are four stat 
and three local plans which provide a maximu: 
pension in terms of an amount of mone) 
New York City is the only system which places 
a maximum on the pension in terms of a pe 
cent of the final average salary. 

The state and local systems listed unde: 
item IC of Table 13 have indirect maximums 
on the allowance by the use of salary ceilings 
in the benefit formula or in the contributio: 
rates. 

In states where there is no maximum fixed }) 
law and no salary ceiling on the member's 
contributions or in the benefit formula, there 1. 
no maximum on the allowance except ind: 
rectly thru active salaries. Allowances payable 
in the states listed under item 1D will diffe: 
according to active salaries in the different 
areas, as well as according to the retirement 
formulas. 

Minimum allowances—M inimums are liste: 
under item 2 of Table 13. In 18 state and 
eight local systems there is a minimum appli 
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-able to the total allowance. These minimums of the retiring member. The maximum on the 


q some cases are small. Several systems set a pension is one-half of the final average salary. 
minimum amount of money for each year of Under item 2D there are a number of sys 
service rather than a minimum for total service. tems where no minimum is set except indi 
One state and three local systems fix a mini- rectly thru active salaries, with the result that 
mum amount of money to be paid as the pen- the average allowance in one of these systems 
sion portion of the allowance. New York City may be lower than in another, regardless of 
has an unusual provision in that the minimum _ differences in retirement formulas, because the 
; on the annuity portion of the allowance average active salary in that area is lower; 
while the maximum is on the pension portion this would be true even if the same formula 
of the allowance. The New York City retire- were used to compute the retirement allowance. 
ment law sets up a schedule of minimum an- Item 3 of Table 13 groups together nine 
nuity payments per $100 of contributions. systems that have a fixed benefit for all meet 
The schedule is based upon the age and sex ing the same minimum requirements. 


TABLE 13—MAXIMUM AND MINIMUM LIMITS TO NORMAL RETIREMENT 
ALLOWANCES * 





Systems having limitations 
Types of limitations 
State systems Local systems 
1 2 3 








Maximum limits: 
A. On total allowance: 
(1) To be determined by board but to be no higher than 10 
percent greater than average salary paid teachers 
in previous year ; a Se ee Ark. 
(2) Flat amount of money: 
Ill. 
Colo > Nev 
Del., N.Mex 
Chicago 
Atlanta? 
Milwaukee? 
Ore. Detroit4 
or twice pri- 
lowa4 
Milwaukee * 
: N.Dak., Wash. Atlanta * 
$1200, or }4 final average salary... Ky.4 
$1200 if annuity does not exceed $600: otherwise 
pension not to exceed $600...... dats Utah 
Wyo. 
P.R. 
(3) Percent of final average ‘salary b: 
70 percent P . Conn. 
<a Pry , R.I. 
50 percent. . Hawaii, Va Boston * 
80 percent of salary averaged for two highest- paid 
years after 1932 ae Ta CS State- Boston 


B. On pension portion of allowance: 
La.*! New Orleans ‘ 


Denver 
$480, or 1/160 of final average salary’ for each year of mem- 
bership service ates Des Moines 
60 Kans.,® Nebr. ! ; 
... &Wak.® 
50 percent of final average salary” ; New York City 
C. By salary ceilings °: 
(1) Affecting annuity only in money-purchase plans.... Kans., Nebr., Wash. St. Louis 
(2) Affecting both annuity and pension in money-purchase 
plans Ala., Ariz., Fla., Idaho, Detroit, San Diego 

Mich., Minn., Miss., 
Mont., N.C., Ohio, Okla., 
Oreg., Tenn., Texas, Utah, 
Va., W.Va. 

(3) Affecting total allowance fixed benefits. . wcceeee |=, Callf., * I. towa, Atlanta, Kansas City, 
Ky., La., Mo., Nev., New Orleans, St. Paul, 
N.Dak. San Francisco 

D. No maximum limits except thru active salaries............ Ga., Maine, Md., N.H., Baltimore, District of 

WuJu, a8 Eth, GG. Columbia, Los Angeles, 
Vt., Wis. Minneapolis 
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TABLE 13.—MAXIMUM AND MINIMUM LIMITS TO NORMAL RETIREMENT 
ALLOWANCES * (Continued) 





Systems having limitations 





Types of limitations 








State systems 


1 2 
2. Minimum limits: 
A. On total allowance: 
(1) Flat amount of money: 
CET nee ns Hie heegta we wae + atin le. 
ELL LBL « adele Wtos et kke@ie cs av ewdddwscedll 5 RL 
$750, or 75 percent of final average salary”........ Mich.4 
iis det 2 bon aebu didae-s-o'n PR op PT Ala., Del., Mont., N.Dak. 
Ee ee ee ea Conn 
gt RES “9 Sa Ae Locum oe Kans.,! P.R 
AM. « 05S ph ae MME deste «ese bnnbe oes e2 Til.,* N.Y. 
Re he aie ee he ens eek) <e eaeel Hawaii, Utah 
SLE Ves WeSC TENGEN Ga, c TORE o56sbcae Ci cccdt Iowa 
SE RETA SS aa ee) a > a 
$100, or $10 for each year of service to $300........ Ky. 
$1.25 for each year of service.................... 
$12 for each year of service................0.045. Ark.™ 
$20 for each year of service...................45. Ohio® 
(2) Other formulas: 
1 percent of final average salary” for each year of 
service plus sum equal to $20 for each year of 
service, or 70 percent of final average salary, or 
vs 14 cths haath a deeded aees.o ese teenie La 
50 percent of salary averaged for two highest-paid 
years since 1932, plus 1 percent of said average 
salary for each year of service over 30........... Mass. 
50 percent of final average salary»................ 
B. On pension portion of allowance: 
i ae ae eh eS ds a's. ota. cadale 000.00 uaa es 
OE, AE a er ee er rrr he N.J.! 
OE a 
$24 for each year of service... .. 1.2... cece eee 
C. On annuity portion of allowance: 
Schedule of minimum annuity payments per $100 con- 
tributed included in law, based on age and sex of re- 
is Bde Sere 04006046 ecncccedeees sain 
D. No minimum limits, except thru active salaries............ Ariz., Calif., ' Colo., 
Fla., Ga., Idaho, 
Maine, Md., Minn., 
Miss., Mo., Nebr., 
Nev., N.H., N.C., 
Okla., Oreg., S.C., 
S.Dak., Tenn., Texas, 
Vt., Va., Wash., 
W.Va., Wis. 
3. All meeting same minimum requirements receivessame allowance.. Alaska, Calif.,° Ind., 
Wyo. 


Local systems 


3 


Los Angeles, San |! 
San Francisco’ 


Boston 


Kansas City” 


Des Moines 


State- Boston 
Detroit4 


San Francisco ! 


Denver 
Minneapolis* 


New York City 

Atlanta, Baltimore 
Detroit,¥ District 
of Columbia, New 
Orleans, St. Louis 


. 


Chicago, Milwaukee 
Omaha, Portland, 
St. Paul 





specify the qualifications a member must meet in order to receive the maximum or minimum allowa: 


not 
or portions thereof listed, except when there is more than one maximum or minimum in the same system. Nor does it in 


: 
: 
5 
§ 
: 
; 
é 
: 
: 
3 
: 
i 


u 
5, 8, and 10 for definitions of “final average salary.’’ 
l 


total allowance, already set forth in this table. 


* For those who join after July 1, 1948. 

f For total pension; prior-service pension not separately computed. 

* For membership pension; same maximum for prior-service pension. 
» Lower maximums during first 10 years of operation of system. 


to service after July 1, 1944, for service not creditable in a local system. 


isted under this item have other maximum limits on the pension portion of the allowance or 


j Until April 1, 1951, if teacher retired before April 2, 1949, with 30 years of service prior to age 70. 


* Until July 


1, 1952. 1 After 10 years of service. m After 15 years of service. 


member retires after July 1, 1947, and meets certain qualifications. 
° All members receive same basic allowance regardless 
service not creditable in a local system. 


» After 35 years of service. 
« For original members who retire after 30 years of service but less than 35, and before age 60, until age 60 when allowa: 


of membership in a local system; an additional amount is payab' 


is recomputed, One-half final average salary is minimum for original members who retire after 35 years of service at any ag 
after 30 years of service if age 60. 


* After 30 years of service. * After 25 years of service. * Plus prior-service pension. 


“ Except for 


those who retire at compulsory retirement age with !ess than 20 years of service. 


* At age 65 with at least 15 years of service. 
© If allowance is computed to be less than $360 a year for life, member may choose to receive $360 a year for 3, 6, 10 ye 


depending upon length of service; or if he has served at least 20 years he receives $360 for life. 


* After 20 years of service. ¥ For members who joined after system was established. 
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Interest Rates mention has been made of the effect of inte: 
est rates on the retirement allowances using 


In recent years lower interest rates have money-purchase formulas, particularly the 


nereased costs in all kinds of systems. Special money-doubled type. 


TABLE 14.—INTEREST RATES 





Systems in which provisions apply 


Statutory provisions regarding interest » 
State systems Local systems 


2 3 
Rates designated in law: 
\. Same rate credited to all funds 
4 percent , Hawaii, Md., N.¢ Baltimore 
3% percent Texas 
3 percent Ill., Ind., 
S.Dak 
2% percent. Minn 
2 percent.... Kans., R.! 
B. Rates vary for different accounts: 
4 percent on refunds 
4 percent on accounts of members who joined pr 
designated date 


K District of Col 


b VW 


Boston 


Los Angeles (July 1 
1942), New York 
City (July 1, 194 

3 percent on accounts of members who joined 


nated date J. (July 1, 1946 Los Angeles (July 1 
N.Y July 1, 1948 1942), New York 


City July 1, 194 


N 


3% percent on withdrawals N.J. (to July 1, 1944) 

3% percent on death claims N.J. (if member before 
July 1, 1946) 

3 percent on death claims N.J. (if member joined 
after July 1, 1946) 

2 percent on withdrawals. . N.]J. (after July 1, 1944) 

Earned rate on all funds Mo., Oreg.,* P.R., Minneapolis 
Wash., Wis 
3. Rate to be determined by board: 


A. No maximums or minimums designated in law Calif., Conn., Fla State- Boston,» De 
Maine, * Mass.,' Moines, ! Detroit 
Nebr., N.H.., ! Kansas City, St. | 


S.C., i Utah, * t.* San Franci 


Within maximum and minimum limits: 
Maximum 4 percent: 
Minimum 3 percent. . Ala., La., Ti San Diego! 
Minimum 2% percent j Okla. 
Minimum 2 percent Ga.,™ Va 
No minimum Idaho, Mont 
Maximum 3% percent: 
No minimum... . Ariz 
Maximum 3 percent: 
Minimum 1 percent... . Mich 
Maximum 2% percent: 
No minimum... ; Miss. 


4. No statutory provisions regarding interest Alaska, Ark., lowa Atlanta, Chicago, 
N.Dak., Wyo. Denver, Milwaukee 


Omaha, Portland 
St. Paul 


New Orleans? 


5. No interest is credited to member's account Colo., Ne 


* Many systems have changed their statutory provisions for interest rates in the last several years; the current provision 
are given in this table even tho a higher rate may have been creditable a year or two ago. When the new rates apply only t 
new members, both rates are shown in the table. Delaware and New Mexico are omitted from this table; being noncontributory 
cash disbursement plans there are no funds for investment. 

» Or other rate determined by board. 

© Or higher if actually earned and declared by board. 

4 Or other rate as determined by board on basis of earned interest. 

© Current rate is 2.01 percent. 

* Earned interest less expenses in connection with investments 

* As will be equitable to members and taxpayers. 

» But to be 3 percent for service before January 1, 1946 

' But to be 3 percent until changed by board. 

1 But to be 4 percent from July 1, 1945, until changed by board 

* Current rate, since June 30, 1943, is 214 percent. 

' Minimum to be applicable until changed by board. 

™ 3% percent to be applicable until changed by board 

"Current rate is 244 percent. 

© Determined every 5 years; rate for 1950-1955 is 3 percent. 

P Except that if less than 3 percent is earned, 2 percent may be credited on inactive accounts and refunds 

“Current rate is 3 percent. 
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When many retirement systems were first 
established, 4 percent interest was expected 
and both allowances and contributions there- 
for were computed with a 4 percent interest 
rate expected. A number of systems guaranteed 
4 percent interest. Four percent interest cred- 
ited over the average membership life of a 
member greatly increases the reserve at hand 
when he is ready to retire and permits a larger 
benefit in some types of systems and reduces 
the cost of benefits in other types. 

For some time it has been impossible to earn 


4 percent interest on investments both safe . 


and permitted by law for public employee 
retirement systems. The effect of the lower 
interest rates may be shown by an example. 
It may be assumed that a member contributes 
$100 a year from age 30 to age 60. If 4 per- 
cent interest were compounded annually, his 
accumulated contributions would be $5608.49. 
On this amount a life annuity payable to a 
female would be $457.54 beginning at age 60 
according to the Combined Annuity Table.** 
(If this system were a money-doubled plan, 
the total allowance for membership service 
would be twice that amount, or $915.08.) If 
the interest rate were 3 percent on the same 
annual contributions over the same length of 
time, the accumulation would equal $4757.54 
which would buy a life annuity for a female 
equal to $353.80 beginning at age 60 (making 
a total allowance of $707.60 in a money- 
doubled plan). At an interest rate of 2 per- 
cent the annuity would be only $273.28. 
New Jersey has the most varied system of 
crediting interest. A different rate is payable 
on withdrawals, on death benefits, and on re- 
serves for retirement; furthermore, these rates 
for different purposes differ according to dates. 
Table 14 shows a number of states which have 
different rates applicable to different dates. 
Many of the systems which formerly had a 
guaranteed 4 percent interest rate have deleted 
that provision from the law and have sub- 
stituted a lower rate for members joining 
thereafter, or have provided that the interest 
rate be determined by the board. These systems 
(and others which have been established re- 
cently and recognized this problem in advance) 
are listed under item 3 of Table 14. 
On the other hand, North Carolina recently 


raised its interest rate to 4 percent as ay 
indirect way of obtaining more money fron 
the state because the difference between thy 
interest earned and the 4 percent guaranteed 
rate would need to be paid by the state. Sing, 
North Carolina is a money-doubled plan, this 
step increases the allowances without changing 
the formula for public contributions. It is, x 
to speak, an additional but hidden public con 
tribution. 

There are five state and seven local systems 
where the law contains no provisions regarding 
interest—presumably the earned interest would 
be creditable. In some of these 12 systems ther 
is little if any surplus for investment, the 
payment of benefits consuming the total con 
tributions each year. In several, even the mem 
bers’ contributions are used for the payment 
of benefits of those already retired. Colorad 
and Nevada do not credit interest to th 
members’ accounts. 

One of the standards of a good retirement 
system is the keeping of individual accounts 
for members and the crediting of interest to 
these accounts. The accumulated contribu 
tions of members should be held in trust by the 
retirement system and used only for the retire- 
ment benefits of the individual contributor 
Systems which do not do this will find that 
the lower public contributions possible for 
some years (because members’ contributions 
are used to pay allowances of others) wil! 
prove a considerable liability for the future. |r 
is contrary to good retirement practice for one 
generation to pay for the old-age benefits of 
the preceding generation. 

Since interest compounded annually or semi- 
annually on contributions of members results 
in lower costs to the public or higher benefits 
to the retiring members, the failure of some 
systems to accumulate surplus funds, invest 
them, and credit interest to accounts, is a 
disadvantage to both members and the public. 

Interest on member’s contributions also in 
creases the amount of refunds at separation 
from service and death benefits payable to the 
survivors of deceased active members. Even 
tho the interest rate is lower now than in years 
past, it is an important source of income in 
many systems. Some systems earn millions of 
dollars in interest each year. 


% This is one of a number of actuarial tables adopted by insurance companies and retirement systems. These tables show 
the cost of an annuity for each sex at various ages and are based upon the period the individual is expected to live after the 


given age. 
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Disability Retirement Allowances 


As a general rule retirement for disability 


limited to permanent disability or a dis 
bility that the medical officers of the retire 
vent board deem to be permanent. Special 
orovisions then are applicable if the disabled 
-etired member recovers and is able to return 
19 school service. If the disability is clearly, 

fa temporary nature, most retirement systems 
lo not retire the member but maintain his 
count in inactive status until his recovery and 
return to school service, provided only that 
the absence from school service does not exceed 
the maximum number of years permitted by 
iw as allowable interruptions in service (usu 
lly three, four, or five years). 

Temporary disability benefits—San Fran 
cisco pays disability retirement for disability 
which is of an uncertain duration as well 
for disability estimated to be permanent. Three 
ther systems pay temporary disability retire 
ment allowances. These are Illinois, Washing- 
ron, and Milwaukee. In Illinois 40 percent 
of the last salary is paid for a period equal to 
one-fourth the number of years of service o1 
to age 65 or until recovery, whichever occurs 
first. This temporary disability benefit is avail- 
able after one year of service has been rendered 
ifter July 1, 1947, provided the member has 
had at least five years of service. 

In Washington $50 a month is paid for the 
first two years of any disability; thereafter, if 
the disability is considered permanent the per- 
manent disability retirement allowance de 
scribed in Table 15 is paid, provided the mem 
ber-has served 20 years. 

Milweues pays the same allowance for 
temporary disability as for permanent disabil 
ity. 

Altho Deiaware is 
a temporary disability benefit, it 
mentioned that full active salary is paid to 
the end of the third month of disability and 
the disability retirement allowance is paid 
thereafter for permanent disability. Several 
other systems listed in Table 15 have short 
waiting periods before the disability retirement 
allowance is payable, but in most cases this 
waiting period is no longer than is necessary 
to process the application and examine the 
applicant. 


not considered to have 
should be 


Ordinary permanent disability retirem 
lowa is the only one of the 


this 


allowane es 


systems analyzed in report which doe 
not provide a special formula for the calcula 
allowances. In 


after 10 


retirement 
“fully 
service but if 


tion of disability 


lowa a member is insured” 


vears of covered permanent!) 
is not entitled to a re 


age 65. The 


disabled thereafter he 


tirement allowance until othe: 
71 systems provide in one way or another fo: 
i disability retirement allowance to begin 
immediately or soon after the member becomes 
permanently disabled for the further perform 
ance of duty. 

Table 15 shows the 


systems for the 


formulas used by these 
71 retirement calculation of 
disability 
members who are permanently disabled. The 
word “ordinary” in the title of this table is 
to distinguish it from Table 16 which describes 


retirement allowances payable to 


the special benefits payable in a few systems 


in case a member is disabled in line of duty 

Fifteen state and five local ae calculate 
the disability retirement allowance by the same 
used for the 


In most of these 20 systems the no: 


formula normal retirement al 
lowance. 
mal retirement allowance is a total fixed bene- 
This kind of formula is easily 


retirement 


fit formula. 
adjusted for 
a percent of salary or a percent of salary for 


disability since it is 
each year of service. 

In 16 state and five local systems the dis- 
ability retirement allowance is a proportion of 
the normal retirement allowance but 
tially the formula is used. Eleven of 
21 systems provide an allowance which 


essen 
same 
these 
is an annuity purchasable with the member’s 
accumulated contributions at time of disability 
plus a pension which is a proportion of the 
pension which would be due if the membe: 
were retired in the normal course of events. 
Twenty state and 11 local systems provide 
disability retirement by a formula 
different from that 
ment. These systems are listed under 
of Table 15. It will be that 
where the normal retirement allow 


entirel\ 


used for normal retire 
.- > 
item 3 
seen some 
systems, 
ance is a total fixed benefit, provide a money 
purchase allowance for members retired be 
cause of disability, while some of the money- 


purchase plans pay a total fixed benefit for 


™ The federal social security program does not pay disability benefits. 
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TABLE 15.—FORMULAS FOR ORDINARY PERMANENT DISABILITY 
RETIREMENT ALLOWANCES * 





Types of normal retirement formulas» 





Types of disability retirement formulas Fixed benefit 
(total allowance) 


Money-purchase plans 





Money- Annuity plus Other 


doubled fixed benefit 
plans plans 





1 2 


i 


3 4 5 





1. Disability retirement allowance computed by Ark., Calif.¢ Colo., 


same formula as for normal retirement Del., Ky.,4 Mass.,* 


Nev., N.Dak., 
Wyo.; State- 
Boston, * District 
of Columbia, 
Kansas City 
2. Disability retirement allowance computed to be 
a proportion of normal retirement allowance, 
but essentially same formula used 
A. Annuity purchasable with member's accu- 
mulated contributions at time of disa- 
bility, plus pension equal to: 
Fuil pension payable at age 60 
90 percent of fixed benefit rate for pen- 
sion on membership and prior service 
75 percent of membership pension which 
would have been due at minimum re- 
tirement age, and 75 percent of prior- 
service pension 
75 percent of membership pension which 
would have been due at minimum re- 
tirement age, and full prior-service 


pension 
72 percent of annuity................. 
B. Total fixed benefit formulas: 
Depending upon years of service....... Alaska, Calif., 
N.Mex., P.R.; 


Atlanta, Milwaukee, 


Omaha 
90 percent of normal retirement allow- Mo., R.I.¢ 


ance 
3. Different type of formula used for disability re- 


tirement than is used for normal retirement: 
A. Annuity purchasable with member's accu- 

mulated contributions at time of disa- 

bility, plus pension: 

Equal to 90 percent of membership pen-_ III.» 
sion which would have been due at 
minimum retirement age, and 90 per- 
cent of pension 

Equal to 75 percent of pension on total La. '; New Orleans '! 
service which would have been payable 
at minimum retirement age 

Rauel te Uhek pertien of 34 af Gaal calacy Denver | 
which years of service bear to 25 


Sufficient to provide total allowance N.H.)* 
equal to 90 percent of twice rate of 


computed on total service 
Equal to $35 plus $2.50 a month foreach Portland 


pension 
Equal to 1/5 of average salary, plus 0.002 
percent of average salary for each year 
of city service in excess of 10, and full 
prior-service pension 


Minn., S.Dak., Mich., Nebr.; 
Texas, ' W.Va.; Detroit 
Boston } 


Oreg.* hp a 
oe Fla., Vt.; 
St. Louis 
Ala., Ga., N.C., BA 
Okla., S.C., 
Tenn. 


Miss. 


Des Moine 


Kans. 


San Diego™ Hawaii,»», 


Idaho, } Maine, 
Md., Mont.;*! 
Baltimore, Los 
Angeles je 


N.Y. /P 


New York City / 














TABLE 15.—FORMULAS FOR ORDINARY PERMANENT DISABILITY 
RETIREMENT ALLOWANCES * (Continued) 





Types of normal retirement formulas" 
Money-purchase plans 
Fixed benefit -— - —_-———_—_-- - 
plans Money- Annuity plus Other 
total allowance) doubled fixed benefit 
plans plans 





1 3 4 





; Different type of formula used for disability re- 
tirement than is used for normal retirement 
(Continued): 
A. Annuity purchasable with member's accu- 
mulated contributions at time of disa- 
bility, plus pension (continued): 
Equal to $2 a month for each year of state 
service to 35 years, if age 50 with 20 
years of membership service. If under 
age 50, allowance equals normal re- 
tirement allowance plus $25 a month 
Equal to actuarial value of pension to Wash.» 
which member would have been enti- 
tled at age 60 according to his years 
of service 
B. Total fixed benefit formulas: 
Equal to 90 percent of the sum of $6 and 
3/280 of final average salary for each 
year of membership service, plus $20 
for each year of prior service 
1/70 of final average salary for each year Conn. 
of total service 
1/80 of final average salary for each year 
of membership service; pension for 
prior service equal to 1/80 of final 
average salary for each year of prior 
service 
1/90 of final average salary for each year 
of total service 
14% percent of final average salary for San Francisco®! 
each year of total service 
1% percent of final average salary for Saas Utah 
each year of total service 
1.6 percent of final average salary for eau Ohio* i 
each year oi total service, plus flat 
pension of $180 a year 
$600 with $200 additional if member Ind.» 
served 25 years. If member has served 
28 years he may elect to continue con- 
tributions for 2 years and receive full 
allowance for service retirement 
$300 plus $38 for each year of service in Chicago 
excess of 12 up to 25 years 
Flat amount of money for various classes St. Paul 
of membership depending upon time of 
retirement and years of service, rang- 
ing from $240 to $924, with larger 
amounts payable each year to $984 in 
1953 
C. Allowance equal to that which would have ak , ‘ Minneapolis 
been paid member had he remained in 
service for 15 years after disability at 
same salary, or to age 65 


* No benefits are payable especially for disability retirement in Iowa; member must meet qualifications for normal retirement 
Maximum and minimum allowances are not given in this table when they do not apply specifically to disability retirement 
allowances (see Table 13). 

»See Tables 5, 7, and 9, for normal retirement formulas for comparison. 

¢ From annuity fund, members receive actuarial equivalent at age below 60, deferred to age 60. 

4 Computed on age 60 instead of age 70. © As if member were age 55. 

* Applies to flat amount all members receive regardless of membership in local system. 

® Minimum for 20 years of service, $800. For less than 15 years of service, allowance is computed as for 15 years. If member 
entered service within 15 years of minimum retirement age, maximum allowance for disability equals 90 percent of allowance 
which would be due at minimum retirement age. 

* With minimum fixed by law, especially applicable to disability retirement allowances. 

' The $150 extra flat amount paid for normal retirement is not paid to members retired for disability. 

1 With maximum fixed by law, especially applicable to disability retirement allowances. 

If such allowance exceeds one-fourth of final average salary it is to be reduced by 1% percent for each. year of service 
between 1945 and 1950 for which contributions were made. Maximum is 90 percent of allowance for normal retirement had 
member continued in service to age 60 without change in salary and without further contributions. 

' One-half prior-service pension is paid to members retired for disability. 

™ Or, if total years credited are less than 20, years of service used as multiplier is 20 less number of years of prior-service 
credit. Maximum on prior-service pension portion of disability allowance. 
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TABLE 15.—-FORMULAS FOR ORDINARY PERMANENT DISABILITY 
RETIREMENT ALLOWANCES * (Continued) 











" If member joined after age 50, allowance equals 9/10 of 1/70 of final average salary for each year of service which mon 
would have rendered had he remained in service to age 60. 

© Except that if member has prior-service credit or 10 years of membership service or combination equal to | 
pension together with annuity shall equal 90 percent of 1/60 (or 1/70 if member chose to continue lower contributio; 
final average salary for each year of membership service, or if total service is less than 20 years, multiplier is 20 less number 
years of prior service. Pension reduced by amount equivalent to actuarial value of contributions paid by district under st, 
system. Additional pension for prior service, if eligible, reduced by 10 percent. If member on July 1, 1950, did not choose , 
contribute for increased allowance, disability retirement pension is further reduced by the actuarial equivalent of the amoun: | 
which his accumulated contributions would have been increased had he elected to pay the increased contributions. 

? Maximum salary member would be receiving if he had not been retired for disability may be substituted for fina! ay: 
salary in formula. ‘ 

“If disability is partial and incurred before age 50, member is entitled to pension portion not ordinarily available until ave ; 

* If member would have had 20 or more years of service upon reaching age 60; otherwise, membership pension d 
exceed 90 percent of sum of $6 plus 1/280 of final average salary for each year of mémbership service for which member w 
have received credit had he remained in service to age 60. Pension not to exceed 90 percent of pension for normal! retir: 
which would have been due had member remained in service to age 60. If disabled member had less than 20 years of 
allowance is computed on basis of 20 years. 

* Plus additional pension the actuarial equivalent of contributions without interest made prior to 1919 under former | 

* Maximum total allowance $432 or 1/180 of final average salary for each year of membership service; minimum $1 


each year of service, or $16 a month. 





line of duty. These benefits are larger tha 
the disability retirement allowances payab; 
for ordinary disability. Likewise, the sam 
seven systems pay special death benefits 
members who die thru accidental injury 
curred in line of duty. 

In all of these systems others besides i: 
structional employees of the public school: 
are included in the membership. In fact, ex 
cept in two of the local systems, the provisions 
apply to public employees generally. It is fo: 
this reason, undoubtedly, that these specia! 
provisions were included in these laws sinc 
some public employees who are members ot 
these retirement systems are occupied in haz 
ardous positions. 

It should be noted in connection with ‘Tabl 


} 


| 


16, however, that a number of systems that 
not pay special benefits for accidental inju: 

or death incurred in line of duty do provid 
that workmen’s compensation benefits be pa: 

able in lieu of the disability retirement al!dy 

ance or offset them. Only Atlanta and Sa: 
Francisco provide in their retirement law: 
that the workmen’s compensation benefits arc 
not to affect the benefits of the retirement law. 
Under the laws that are silent on this point 
the same interpretation should be made, since 


disability. Some systems pay a disability allow- 
ance entirely unrelated to the member’s con- 
tributions prior to disability or to his length 
of service or salary. 

In planning for an adequate disability re- 
tirement allowance it is necessary to estimate 
the years of service that the typical disabled 
member will have served before becoming dis- 
abled. Some disability retirement formulas 
appear to favor members who have served long 
years before becoming disabled but have not 
qualified for normal retirement. Other formu- 
las appear to favor members who become dis- 
abled after short periods of service. The es- 
sential characteristic of an adequate disability 
retirement allowance is provision for both 
kinds of disabled members in such a way that 
there is a greater allowance for those who 
become disabled after longer periods of serv- 
ice, and smaller retirement allowances for those 
who become disabled after relatively shorter 
periods of service. 

In considering Table 15 it is necessary to 
keep in mind the minimum qualifications for 
ordinary permanent disability retirement. It 
will be seen later (Table 22) that many sys- 
tems provide for a disability retirement allow- 
ance after five or 10 years of membership 





service. In such systems it is costly to pay a 
disability allowance as large as 90 percent of 
the normal retirement allowance. The different 
formulas shown in Table 15 must therefore 
be evaluated in terms of the qualifications for 
them rather than solely by the formulas them- 
selves. 

Accidental disability and death benefits— 
Seven systems pay special disability retirement 
allowances for accidental injuries incurred in 


there would be no power to offset the work 
men’s compensation benefits in the absence ot 
express authority. 

Colorado makes no distinction between the 
ordinary and accidental disability allowance, 
except that, if the disability resulting from 
injury incurred in line of duty is partial, the 
allowance is a fraction of the full disability 
allowance within the discretion of the boar! 
and depending upon loss of earning powcr. 
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TABLE 16—SPECIAL BENEFITS FOR ACCIDENTAL INJURY OR DEATH 
INCURRED IN LINE OF DUTY (EXCLUSIVE OF SEPARATE 
WORKMEN’S COMPENSATION ACTS) 





a . Systems having these provisions 
Type of special provisions under retirement laws for benefits in case of ——_—_—_ —_—_ — 
accidental injury or death incurred in line of duty State systems Local systems 


1 2 3 








1. Disability retirement allowances*>: 


Equals % of last annual salary plus annuity, the actuarial equivalent of member's accumu- Boston 
lated contributions 
Equals % of final average salary plus annuity, the actuarial equivalent of member's accu- Hawaii Baltimore 


mulated contributions 

Equals 34 of salary on date of injury or 34 of salary averaged over preceding 12 months, Mass. 
whichever is greater, plus annuity the actuarial equivalent of member's accumulated 
contributions, plus $260 for each dependent child, if any. Total not to exceed last active 
salary 


State- Boston 


Equals 3% of last annual salary.................... ae ae oe R.I 

To age 60, equals 34 of final average salary, maximum, $1800. Upon attaining age 60, Detroit 
allowance is recomputed for normal retirement, including as membership service period 
during which disability retirement allowance was being paid, and annuity portion recom- 
puted at age 60 as if member had continued contributions to age 60 

2. Death benefit 4: 

Payment of total contributions with interest, plus: 
\4 of final average salary as lump sum payment. . , Hawaii 
4% of final salary as lump sum payment...... Mics «owneeee v — en. 
Pension to widow or children equal to 3% of last active salary or 24 of average salary Mass. Baltimore, * 

over last 12 months, whichever is greater State- Boston 

Pension to spouse, children under 18, or dependent parents, equal to \ of last active salary. Boston 


Pension equa! to 4 final average salary to widow, plus pension equal to 4 of final sal- Detroit ¢ 


ary for each child under 18; maximum total pension, $1500 








* Workmen’s compensation benefits are paid in lieu of disability retirement allowances or offset them in Arizona, Idaho, 
Maine, Massachusetts, Oregon, Rhode Island, Baltimore (but teachers are not covered by workmen’s compensation act), Detroit, 
Kansas City, Minneapolis, St. Louis (if district elects coverage under workmen’s compensation act, no election made to date), 
District of Columbia. Workmen’s compensation benefits are not to affect benefits under retirement laws in Atlanta and San 
Francisco. Colorado, omitted from this table, makes no distinction between ordinary and accidental disability allowance except 
that if partial disability results from injury in line of duty, allowance is fraction of full disability allowance within discretion 


of board, depending on loss of earning power. 


> For comparison with allowances paid for ordinary disability, see Table 15. 

© For comparison with death benefits paid for ordinary death, see Table 18. 

4 Workmen’s compensation benefits offset death benefits in Detroit and Rhode Island. 

¢ Benefits are also payable to dependent widowers or dependent parents under certain circumstances. 





Survivors’ Benefits Payable upon 
Death of Retired Members 


There are only three state and two local 
systems that do not provide some sort of bene- 
fit to the survivors of deceased retired mem- 
bers. 

In the systems listed under item | of Table 
17 there is an automatic payment to the bene- 
ficiary. In some cases this automatic payment 
is made only if no option is chosen; in other 
cases it is made regardless of the optional 
selection. In several other systems no options 
are available but automatic payments are made. 
These automatic payments consist of the un- 
used balance of the retired member’s accumu- 
lated contributions left in the retirement fund 
at his death. 

In Atlanta a benefit that is payable to the 
widow of a deceased member may be purchased 
by the member by additional contributions. 
If no extra contributions are made by the mem- 





ber for this benefit no pension is paid to the 
widow. The pensions payable to eligible bene- 
ficiaries under the Iowa system are patterned 
after the federal social security law.'® 

Most systems provide survivors’ benefits by 
optional selections available to the member at 
time of retirement. 

In all cases where an option is chosen, the 
allowance paid to the retired member during 
his life is reduced accordingly so that the total 
does not exceed the actuarial value of the re- 
serves due the member. Most commonly, there 
are three options which may be chosen by the 
member at the time of retirement to provide 
either a lump sum payment or a pension to the 
member’s beneficiaries. The usual options are 
listed under A and B of item 2 in Table 17. 

Under subitem 2A most systems permit the 
payment of the unused balance of the mem- 
ber’s accumulated contributions as a lump sum 
to his beneficiary or estate when the retired 


% The 1950 provisions under the federal plan pay the widow and children who meet specified qualifications of eligibility 
three-fourths and one-half of the worker’s primary benefit, respectively. The maximum individual primary benefit is $80 a month 


the maximum total family benefit is $150 a month. 
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TABLE 17.—SURVIVORS’ BENEFITS PAYABLE ON DEATH OF RETIRED 











MEMBERS 
Systems paying such benefits 
Survivors’ benefits = 
State systems Local systems 
1 2 3 





1. Automatic payments®*: 
A. Unused balance of accumulated contributions are paid to 
beneficiary or estate on death of retired member: 
(1) No options available 
(2) Regardless of option chosen...................... 
ee an orc cansnncnasns anche 
B. Pension to eligible beneficiary payable on death of retired 
mem 
2. Upon choice by member of lower allowance for himself during 
his life*: 
A. Lump sum payments: 
(1) Unused balance of accumulated contributions of 
member 


eee eee ee ee ee ee 


_p- GA al 
cS 


+ 


(2) Unused balance of total reserve (accumulated con- 





, 5? tributions and payments from public funds on 

; 0 ; behalf of member) 

a 

i | B. Annuities to beneficiaries payable on death of retired 

ie member: 

| sce (1) Same amount as was received by retired member 

~ 3 during his life 

: 

<3 

Bi. 

7% 

|. 

4 

| @e 

(2) % “< amount received by retired member during his 
; 

i (3) m4 “ at aa received by retired member during 


eS Biktwsi « 


(4) 4 of a received by retired member during 
his 
(5) Term annuity covering years certain.............. 


C. Retirement board empowered to permit other options the 
actuarial equivalent of member's full allowance» 


UNIVERSITY CF 


No benefits payable to survivors:. ..........cseceeecseeeeeee 


‘alaska, Ark., Mo., Wyo. 
Ill., Ky., Mich. ¢ 
Ind. 


Iowa 


Ala., Ariz., Calif.,¢ 
Colo., Conn., ® Fla., 
Ga., Idaho, La., Maine, 
Mass., Mich., Miss., 
Mont., Nev., N.H., N.J., 
N.Y., N.C., Okla., Oreg., 
Pa.,! R.I., S.C., Tenn., 
Utah, Vt., Va., ‘Wash.. 
W. Va. 

Hawaii, Md., N.Y., S. Dak., 
W. Va. 


Ala., Ariz., Calif., Colo. 
Conn., Ga., Hawaii, 
Idaho, La., Maine, Md., 
Mich., Miss., Mont., 
Nev., N.H., N.J., N.Y., 
N.C., N.Dak., Ohio, 
Okla., Oreg., Pa., R.I., 
S.C., Tenn., Texas, Utah, 
Vt., Va., Wash., W.Va., 


Mass. ‘ 


Ala., Ariz., Calif., Colo., 
Ga., Hawaii, Idaho, La., 


Maine, Md., Mich., Mont., 


Nev., N.H., N.J., N.Y., 

N.C., N.Dak., Ohio, Okla., 

Oreg., Pa., R.I., S.C., 

Tenn., Texas, Utah, Vt., 

Va., Wash., W.Va., Wis. 
N.Y. 


Minn.,* Miss., ! Nebr., ! 
Wis.* 


Ala., Conn., Ga., Hawaii, 
Idaho, Ill., ! Ind.,™ 
Kans., Ky., La., Maine, 
Md., Mass., Miss., Mont., 
N.H., N.J., N.Y., Ohio, 
Okla., Pa., R.I., Texas, 
Va., Wash.," W.Va., Wis. 

Del., N.Mex., P.R. 


Chicago, St. Paule 
Atlanta> 


State-Boston, Detroit 
District of Columbia 
Kansas City,* New 
Orleans, Portland, 
St. Louis, San Diego 
San Francisco 


Baltimore, Boston, 
Denver, Des Moines 
Los Angeles, New 
York City, Portland: 


Baltimore, Boston, 
Denver, Des Moines, 
Detroit,* Kansas 
City,® Los Angeles, 
New Orleans, New York 
City, San Diego, 

San Francisco 


State-Bostons 


Baltimore, Boston, Des 
Moines, Detroit, « 
Kansas City,* Los 
Angeles, Minneapolis, 
New Orleans, New York 
City, San Diego, 

San Francisco 


Minneapolis* 


Baltimore, Kansas City,* 
New 
Orleans, New York City, 
San Diego 


Omaha, Milwaukee* 





and use balance, if any, for 
this 


In some systems members may elect to withdraw some or all 

retirement allowance. In this connection, 
>In Connecticut, Mississippi, and West Virginia only statutory provision is authorization 
table have been authorized by the retirement board in these states. So far as is known, 


of 
see footnote n 


their accumulated contributions at time of retiremen' 
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TABLE 17.—SURVIVORS’ BENEFITS PAYABLE ON DEATH OF RETIRED 
MEMBERS (Continued) 


e Only in case of disability retirement. 
4 For service after July 1, 1944. 


¢ If this option is chosen, member’s own allowance is lowered on annuity only 


r straight life allowance. 


pension portion of total allowance same as 


t This is the only option available to members retired for disability. 
« Not available to members retired for disability. Beneficiaries under this option are limited to certain family relationships 


» Fifteen, 20, or 25 years. 
! Five, 10, or 15 years. 


1 One hundred and twenty payments from date of retirement of member 

k Fifteen-year guarantee of 180 payments from date of retirement of member 

! With survivors’ benefits to dependents of retired member only, and after medical examination of member at time of retire- 
ment; provided dependents’ monthly benefit is not less than $10 nor more than the allowance received by the retired member 


juring his life. 
™ To dependents only. 


» But accumulated contributions may not be withdrawn reducing the retirement allowance to less than $100 a month 


© That is, balance on total contributions paid since January 1, 


1940. 


P Widow gets pension equal to % of allowance paid to retired member during his life but member pays extra for this benefit 
4 Or a life insurance lump sum payment not to exceed amount of accumulated contributions on date of retirement 


Member must contribute in accordance with his choice. 


* One hundred and eighty payments from date of retirement of member. 
t Except that $1000 death benefit is payable if member contributed additional $10 a year therefor during active service 





member dies. There are five state and seven 
local systems which make this payment the 
balance of the total reserve, including contri- 
butions on behalf of the member out of public 
funds as well as the member’s accumulated 
contributions. 

Under subitem 2B—annuities to survivors- 
the same or one-half the amount received by 
the retired member during his life most com- 
monly is payable as a pension to his beneficiary. 
Several systems set different fractions of the 
retired member’s allowance as the amount 
payable to the beneficiary. 

Subitem 2C shows the power of the retire- 
ment board to permit other options which are 
the actuarial equivalent of the member’s full 
allowance. Under this authority the retirement 
board in some of these systems could accept 
an application from a member for almost any 
provision for surviving dependents, provided 
only that the amount paid to the beneficiary of 
the retired member, together with the mem- 
ber’s own reduced allowance, does not exceed 
the actuarial value of the full allowance to 
which the member would be entitled if he 
took the full amount during his life without 
any death benefits. In some other systems listed 
in this group only the options formally adopted 
by the retirement board in its by-laws or rules 
and regulations are available. 


Death Benefits for Active Members 


Except for the two noncontributory plans, 
Delaware and New Mexico, all systems pay 





some death benefit to the beneficiary or the 
estate of a member who dies before retirement. 
Even when this is only the return of the mem- 
accumulated contributions, it is more 
than is payable as a death benefit under the 
federal social security plan. 

For example, the average salary paid in the 
United States to public-school teachers is close 
to $3000. The most common contribution rate 
to retirement systems is 5 percent of salary. 
A member earning $3000 and contributing 5 
percent thereof to the retirement system would 
be entitled to a refund of accumulated contri 
butions, if 3 percent interest compounded an 
nually were creditable and refundable, of 
$1771.19 after 10 years of membership service, 
or $313.64 after two years of membership 
service.’® 

Table 18 shows the death benefits for active 
members under three major items. In the first 
the member’s contributions are returned and 
no other benefits are payable. The second in- 
cludes those where, in addition to the total 
contributions, a lump sum death benefit is also 
paid. Item 3 lists those systems where sur 
vivors’ benefits are payable in the form of a pen- 
sion. Usually this pension is based on the mem 
ber’s accumulated contributions only, but in 
some systems it includes an additional death 
benefit. 

The return of the member’s accumulated 
contributions, which is the most common pro- 
vision for death benefits for active members, 
has been a well-accepted feature of the re- 


ber’s 


18 The death benefit to eligible retired workers under the federal social security law is three times the primary benefit; the 
death benefit, therefore, cannot be larger than $240. Furthermore, the typical worker covered by social security is not eligible 
for a death benefit unless he dies after having 10 years of covered service. 
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sponsibility of retirement systems to their the right direction to offset the argument thy; 
members. The addition of alump sum payment retirement systems do not provide adequate), 
at time of death has not been widely adopted. for the surviving dependents of their member. 
The payment in the form of a pension to the Universal adoption of survivors’ benefits 
survivors of the deceased active members, other than lump sum refunds of accumulate) 
while not yet widely adopted, is a step in contributions, is needed. 


TABLE 18.—DEATH BENEFITS FOR ACTIVE MEMBERS (i.e, WHEN DEATH 
OCCURS BEFORE RETIREMENT IS EFFECTIVE) 





Systems providing each type 





Type of death benefit 








State systems Local systems 
1 2 3 
1. Payment of member's contributions only, paid in lump sum only: 
A. Total contributions: 
I a sn chna win'nct wi }.cmeeiee Ree Ark., Conn., Fla., Ind., Boston, Chicago, Des 
Ky., La., Minn., Miss., Moines, District of 
Mo., N.H., N.J. (but at Columbia, Portland 
different rates of St. Louis, San Diego 
i” interest*), N.C., Oreg., 
is | Pa., S.C., S.Dak., Tenn., 
ty Texas, Vt., Va., Wash., 
q W.Va. 
(2) With part interest: 
(a) Depending on length of service............... Ala., Ga., Okla. 
oe Eee Ill. (interest on service 


after July 1, 1939; none 
for service prior there- 
to), Mont. (% of the 
interest if a member on 
July 1, 1945; no interest 
for those who joined there- 


after) 
(c) Not less than % of the interest............... Maine cia 
ee ee Colo., Nev., N.Dak.,> Kansas City, Milwaukee+ 
P.R., Wyo. 
(e) With interest but less administrative expenses Ariz. (deduticon is in Denver 
to member discretion of board), 
Kans., Nebr. 


eR bavriane 


Sseews seus wee 


; B. Total contributions for certain periods: 
: TE RCE Mich. (after July 1, Detroit t (after July 


URIVERSITY CF RIGA RY 1 iDOA 








1945, with full 
interest; 34 of con- 
tributions made prior 


6 percent of average salary for each year of city service prior to 
April 10, 1929, plus 5 percent of final average salary for each 
year of city service since said date. After 10 years of city 
service, an additional 5 percent is added for each year of 
service to 20. If member had prior-service credit, an addi- 
tional amount is paid equal to 5 percent of final average salary 


of 
annual salary for each year of service, if death occurs Calif.4 
within four months from last day of service (but contributions 
involved are only those made after July 1, 1935) 


1, 1945, with full 
interest; % of 
contributions made 


thereto, without prior thereto, with- 
interest) out interest), 
Omaha (after September 
1, 1944, without 
interest; no contribu- 
tions prior thereto 
refunded) 
C. Part of contributions only: 
eae d ial 153) Cocin gh bees s ceebaseewaded Alaska (34) St. Paul (total contri- 
butions since January |! 
1940, less 4 percent of 
last annual salary; if 
; member dies with less 
; 7 than two years’ service, 
tit 50 percent of con- 
4 tributions) 
‘ 2. Payment of total contributions with interest in lump sum plus 
4 additional lump sum death benefit equal to: 
} ESE ee Hawaii° San Francisco 
j 44 of final average salary if member served one or more years... Idaho, Md. Baltimore 
f One month's salary for each year of service.................. pe Los Angeles¢s 
PIE 6. bn 06 curUS sb MEE S65 vk oo vv ei ove ciacedueds New Orleans 
$200 for each year of service... . 2.0.6... e ees R.I, ed oe 
New York City>» 
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TABLE 18.—DEATH BENEFITS FOR ACTIVE MEMBERS (i.e, WHEN DEATH 
OCCURS BEFORE RETIREMENT IS EFFECTIVE) (Continued) 





Type of death benefit 





1 





3, Survivors’ benefits in form of pension: 
Payment of total contributions of member with interest: 


In lump sum or in form of pension payable to beneficiary for life N.Y., 


Any or all lump sum payment (see above under item 2 


Systems providing each type 


Local systems 


2 3 


State systems 


Ohio (if $10 a 
month or more) 


Detroit (except 34 of 
contributions made 
prior to July 1, 1945), 
Minneapolis (with 
options) (includes city's 
contributions if member 
served at least 10 years 
in city) payable to 
certain specified persons 
only 


may New York City 


be paidinlumpsum or to beneficiary under optional selections 


Or in lieu thereof pension to beneficiary for life equal to 24 al 


State- Boston ° 


lowance to which member would have been entitled had he 


retired (on certain option) on date of death 


Plus death benefit less 4% of 1 percent for each year member 


Atlanta 


has contributed and pension to widow, if member has served 
at least 15 years, equal to % amount member would have 
received had he retired on disability on date of death (but 


contributions are without interest) 


Plus % last annual salary in lump sum or as pension to bene- 


ficiary 


Plus state contributions on behalf of member, and if a member 
prior to July 16, 1923, and has rendered 25 years of state 
service, prior-service credit also; total in lump sum or as 
straight life pension for beneficiary, or 15-year life pension, 


or instalments certain as to time or amount 


If member dies in active service altho qualified for retirement, 


Mich., N.Dak. Detroit 


optional choice of member is paid to beneficiary as if member 


had retired on such option on date of death 


Survivors’ benefits patterned after federal social security bene- 


fits 
4. No death benefits payable 





*See Table 14 for different rates of interest 


lowa 


. Del., N.Mex 


» See also provision under item 3 for survivors’ benefits in certain cases 
© If death occurs because of injury incurred in line of duty, special benefits are paid (see Table 16). 


4With maximum designated in law. 


¢ In addition a death benefit of $1000 is payable if the member contributed an additional $10 a year therefor 
* Plus 75 percent of prior-service contributions; see also provision under item 3 for survivors’ benefits in certain cases 
© If a death benefit is payable by the state system, the local death benefit is not paid and only accumulated contributions 


are returned. 
4 With minimum designated in law. 





Rights of Members Separating from 
Service Before Qualifying for Normal 
or Disability Retirement 

In Table 18 it was seen that a few systems 
permit a member to choose a beneficiary who 
will receive a pension after his death if death 
occurs before retirement. Table 17 showed that 
many systems provide for survivors’ benefits 
to beneficiaries of retired members. These are 
provisions that may be molded to the member’s 
personal situation. 

Many systems also have provisions that 
give members the right to choose an annuity 
in lieu of a refund of contributions when they 
separate from service prior to qualifying for 
normal or disability retirement. Most of these 
systems, however, defer the payment of this 


allowance until the member has qualified by 
meeting the minimum age of retirement. 
Refund of accumulated 
Table 19 shows that, most commonly, retire- 
ment systems refund the member’s total con- 
tributions and usually full interest thereon 
also is paid to a member who separates from 
service. These refunds may be made in a single 
lump sum or by instalments. The refund, of 
course, is upon application of the member; 
if no application is made within a designated 
time limit in some systems the right of refund 


contributions 


is lost. 

There are a few systems that do not repay 
the total contributions and some that pay the 
total contributions but without full interest. 

No refund is payable in lowa.'’? When the 


17 No refunds are payable in the federal social security program 
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TABLE 19.—RIGHTS OF MEMBERS SEPARATING FROM SERVICE PRIOR To 
QUALIFYING FOR NORMAL OR DISABILITY RETIREMENT * 








Systems providing each right 
State systems Local systems 
2 3 








1. Right to refund of contributions: 


A. Total contributions, with full interest (according to rates 
shown in Table 14) 


B. Total contributions, with part interest: 
Depending on length of service 
Within discretion of board 
Not less than % of the interest....................005- 
Not less than 36 of the interest...................00005 
*. Total contributions, without any interest................. 


yy 


LD. Total contributions, with full interest, less-certain charges. . 


E. Part of contributions, without interest.................... 


F. Refunds depend upon dates: 
44 contributions made prior to July 1, 
thereafter; no interest in either case 
Total contributions, without interest, since January 1, 1940, 
less 4 percent of last annual salary, but if member has 
served less than 2 years, only 50 percent of contributions 
are refunded 
Total contributions with full interest for service after July 
prior i 


1947; total made 


service rendered 

Permanent fund contributions prior to July 1, 1935, not 
refundable; same made thereafter refundable without 
interest; annuity deposit contributions and annuity con- 
tributions, both refundable with full interest 

Total contributions with fuil interest made after July 1, 
1945; % of the contributions made prior thereto, without 
interest 

Total contributions with 3 of the interest if member joined 
_ to July 1, 1945; no interest if member joined there- 


ouctnsesiiiaaiaaadio \4 of the interest if member joined 
after July 1, 1942; full interest if member on said date 
otal contributions with full interest made since 1939; no 
interest on contributions made before said date 


2. Right to choose annuity in lieu of refund: 
A. To a re or at any 


B. Tete. 2 SSC 
ferred a/iowance> 


Ariz., Ark., Conn., Fla., 
Hawaii, Ky., La., Md., 
Mass.,* Minn., Miss., 
N.H., N.J.,¢ N.Y., N.C., 
Ohio, Pa., S.Dak., 
Tenn., Texas, Utah, 
Va., W.Va., Wis.* 


Ala., Ga., Mo., Okla. 
Idah 


Colo., Iil., Nev., P.R., 
R.L, S.C., Wyo. (if a 
member for at least 5 


Kans. (less charge for 
administrative costs), 
Nebr. (less charge for 
administrative costs), 
Oreg. ! (less charge for 
administrative costs), 


Ind. ss upon 
length of service) 


N. Dak. 


Calif. 


Mich. 


M 


5 


W.Va.,® Wyo. 


Baltimore, ! State- 
Boston, * Boston, 
Chicago, District 
of Columbia, New 
York City, 4 Portland 
St. Louis, San Diego 
San Francisco 


Des Moines 


Chicago, Kansas City, 
Milwaukee 


Atlanta (less 4% of | 
percent for each 
year of membership), 
Denver (less charge 
for administrative 
costs) 


St. Paul 


Detroit 


Los Angeles 
New Orleans 


Omaha 


Baltimore, ! State- 

Boston, *¢ Minneapolis, * 

State-Boston, District 
of Columbia, Los 
Angeles, Milwaukee, 
Minneapolis, New 
Orleans, San Diego, 
San Francisco 











TABLE 19.—RIGHTS OF MEMBERS SEPARATING FROM SERVICE PRIOR TO 
QUALIFYING FOR NORMAL OR DISABILITY RETIREMENT * (Continued) 


* Delaware and New Mexico are omitted from this table since ‘“‘members’’ do not contribute; hence there is nothing to refund 


> See Table 20 for qualifications for deferred allowances. 


© Under certain conditions, retirement allowance is payable in lieu of refund of total contributions with interest. 

4 At different interest rates for different periods; see Table 14. 

© If member is under age 36 and leaves the state; otherwise, see item 2A. 

t Provided member has less than 10 years of service; otherwise, see item 3. 

« If member does not leave state; if annuity is chosen after member is permanently disabled or has reached age 5O, it includes 


state’s contributions on his behalf, unless less than $1000 in which case it is paid in lump sum. 


If member withdraws accumu- 


lated contributions before age 50, accumulation from state’s contributions made as of June 30, 1948, and thereafter, is forfeited. 
» Provided member makes required contributions after separation from service. 
1 If member is dismissed without fault on his part after 20 years of service and after age 50, or after 25 years of service 
regardless of age, he may elect in lieu of refund of total contributions a retirement allowance consisting of an annuity the actuarial 
equivalent of his accumulated contributions plus a pension equal to the ordinary disability pension that would have been payable 


at such time had he been retired for ordinary disability. 


1 1f withdrawal is involuntary, accumulated contributions with interest are refunded and an additional payment made of an 


amount equal to contributions, if any, prior to August 1, 1927. 


* Total contributions with full interest as of December 31, 1945, may be withdrawn in lump sum or instalments. Contribu- 
tions after January 1, 1946, can be withdrawn only in form of an annuity if member has 10 or more years of service. 





member is “fully insured” after 10 years of 
membership service, he is qualified for an 
allowance when he reaches retirement age. In 
Oregon if a member has served at least 10 
years he is not permitted to withdraw his 
contributions, but must leave them in the 
retirement system and accept a deferred allow- 
ance when he meets minimum age for normal 
retirement. However, in Oregon a member 
with less than 10 years of service is entitled 
to a refund of his accumulated contributions. 

The effect of the lower interest rate and 
increased cost in maintaining retirement sys- 
tems may be seen from the items of Table 19 
where the refund depends upon dates. With 
the higher costs of operating retirement sys- 
tems, laws have been amended to lower the 
value of refunds to withdrawing members. 
In some cases amendments have been made 
to liberalize the refund provisions. However, 
both these statutory changes usually must be 
applied only prospectively. 

The systems that deduct an administrative 
fee from member’s contributions refund the 
contributions less the administrative cost. 
Washington charges an additional withdrawal 
fee of $5. 

When a member does not withdraw his con- 
tributions at separation from service and does 
not qualify or, if qualified, does not express an 
intention to apply later for a deferred allow- 
ance, some systems continue to credit interest 
to his account, some credit a lower rate of 
interest, and some stop the interest either at 
a designated time after the member’s separa- 
tion from service or immediately upon separa- 
tion from service. 

Immediate annuities in lieu of refunds— 
There are two state and three local systems 


that give the member the right under certain 
conditions to choose an annuity (in lieu of 
the refund) to begin immediately upon sepa- 
ration from service or at any time thereafter. 
This presupposes that the accumulated contri- 
butions are sufficient to provide an allowance 
of a sizeable amount. The provision would 
work to the advantage of members who have 
served a considerable length of time, but it 
would be of no value to those who have served 
for short periods of time because their accumu- 
lated contributions would not be sufficient to 
buy an annuity of any sizable amount. 


Deferred Allowances 


As shown in item 2B of Table 19, more 
than half of the 72 retirement systems now 
permit members to claim a deferred allowance 
payable at minimum retirement age, even tho 
the member has separated from service and is 
not qualified for normal or disability retire- 
ment. Table 20 shows the qualifications for 
these deferred allowances, and how they are 
computed. 

Deferred allowances in some states are avail- 
able only to those who have served many years 
and in some other states such an individual 
might have qualified for normal retirement. 
Those systems that make the qualification for 
a deferred allowance 25 or 30 years of service 
have not provided a deferred allowance ade- 
quate to meet the needs of a teacher who crosses 
state lines and wishes to have credit for the 
service in that state upon later retirement. 
The most common provision is for less than 
25 years of service, usually 10. This is a kind 
of deferred allowance entirely different from 
that found in the states that require 25 or 30 
years of service as qualification therefor. 
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Two main distinctions are shown in Table 
20: whether the deferred allowance is based 
only on the member’s contributions that had 
accumulated on date of separation from service, 
with or without later interest accretions, or 
whether the deferred allowance is based upon 


10 years of service. However, this type of pr. 
vision goes a long way toward solving the inte 
state reciprocity problem and should be adopted 
universally. 

Item 3 of Table 20 shows an innovation in 
the deferred allowance picture. Colorado and 


public contributions on behalf of the member 
during his active service as well as on the mem- 
ber’s accumulated contributions. In those sys- 
tems where 25 or 30 years of service are re- 
quired for the deferred allowance, it is to be 
expected that public contributions be included 
in the calculation of the deferred allowance. 
It may seem generous to include the public 
contributions in the computation of the de- 
ferred allowance when the qualification is only 
TABLE 20.—DEFERRED ALLOWANCES PAYABLE TO MEMBERS WHO SEPARATE 


FROM SERVICE PRIOR TO QUALIFYING FOR NORMAL OR DISABILITY 
RETIREMENT IN 31 STATE AND 8 LOCAL SYSTEMS * 


West Virginia provide a status which might 
be galled inactive membership. After a member 
has separated from service he may continue 
his contributions and qualify for a deferred 
allowance which is based upon the accumula 
tion of his own contributions and public funds. 
In these states a person may continue his mem 


coverage area. 


bership even tho he has left the service of the 








Eligibility for deferred allowance State and local syste 
and how it is supported providing swe , 
1 2 





1. Based upon public contributions on behalf of member and member's accumulated contributions as 
of date of separation from service (with or without later interest accretions), providing member 


meets following qualifications: 
After 30 years of service, payable at age 60... 1... cece cece eee cece Ala., Maine, Md., Mo. 
Adban. BE Danes OF Gaetan, Maes OO OOD. GD. gw. os ooo wo cece tne vices cescecccwes. Ark. 
After 25 years of service, payable at age 60... . 6. cc cee cece eect eeeers Nev., Texas, Wyo. 
After 25 years of service, or 15 if age 55, payable at age 60...... 2... 0.6.06. ce eee Mich. 


I To aing ono nik sso cones semen so Ree daemon 0.be Alaska 
ESS nn Sena Hawaii,» La.,¢ N.C., S.C 
After 20 years of service, payable at age 55... .. 2... ce ccc cece cece cence eeees Ind. 
After 15 years of service, payable at age 60... 1... cece ete eee eee eeeees New Orleans4 
REGRET ee Sy I OGD... ong cee ceric de cece cdicrcccvccseseucccccs District of Columbia 
After 10 years of service, payable at age 60... . 2... ccc cee cece eee e eens Ohio, R.I.; San Francisco 
SE ee as ooo 565 vk wic dice dere nccccerecssncccccescces Milwaukee, Minneapolis 
After 10 years of service, payable at age 50, 55, or 60 depending upon plan chosen by member. Fla. 
After 10 years of covered service, or service in at least one calendar quarter for each two Iowa 
elapsing after 1945 and after first being covered to age 65, and in no case less than six cal- 
endar quarters, payable at age 65 ; 
At age 55, with less than 30 years of service, payable at age 60...............66 cee cue Wash. 
After 10 years of service, payable at minimum retirement age.......................2... Oreg. * 
No qualifications as to age or length of service, payable at age 65.................2..... Nebr. 
2. Based upon member's accumulated contributions on date of separation from service (with or 
without later interest accretions), provided member meets following qualifications: ‘ 


After 15 years of service, or 20 years if withdrawal is not voluntary, payable at age 55.... Mass.; State-Boston 





After 10 years of service, payable at age 60... . 2... cc cece eee eee neees Conn., Mont. 
After 10 years of service, payable at age 55 Jia Cot: 
After 5 years of service, payable at age 60........ San Diego 
After 5 years of service, payable at age 55... 2... cee eee Los Angeles 
No qualifications as to age or length of service, payable at age 65 Kans. 

Pa. 


No qualifications as to age or length of service, payable at age 62 
3. Based upon contributions of member after separation from service, in addition to accumulated con- 

tributions on date of separation and public funds contributed on behalf of member, providing 

member meets following qualifications: 

After 30 years of service before age 60, member may continue payments to age 60 and receive Ky. 
same allowance at age 60 to which he would have been entitled had he remained in service 

After five years of service, member may make contributions every other year to age 60 and W.Va. 
receive allowance at age 60 

Member may elect to continue contributions and receive benefit when he would have other- Colo. 
wise been eligible. Deferred allowance computed differently from normal retirement 
allowance, being equal to 24 percent of final average salary for each year of membership 





* See also annuities payable to withdrawing members immediately upon separation from service, in item 2A of Table 19, 


omitted from this table. 
2 ne nner eee piers ood bs vihew Sth en Seegeey epee of member. 


to teach elsewhere in state. If less nog 20 years of service, allowance equals 20 percent 
for year of service over 15. 
* Member is compelled to coo pear — after 10 years of service; refund of accumulated contributions available 


i 
He 


E 
i 
fel 





[ 158 ] 








for 


fo 


der 
fol 
ert 
set 
20 
to 

hu 
ret 


Sol 
ori 


wh 


de 


sys 


qu 
res 


on 
pa) 


III. Qualifications for Benefits 


This section of the bulletin discusses the 
qualifications for different kinds of benefits 
and how those qualifications can be met. It has 
been mentioned already that the qualifications 
for benefits must be studied together with the 
benefit formulas in order to evaluate properly 
the differences in benefit formulas. 


Qualifications for Normal Retirement 


Table 21 shows the qualifications for normal 
retirement. Several systems listed under item 1, 
where service only is required for retirement, 
make the qualification less than 30 years of 
service but do not pay the allowance until a 
specified age is reached—S5 or 60 years. How- 
ever, Many systems pay the full allowance 
after 30 years of service or even less, and 
begin the payments immediately upon the re- 
tirement of the member regardless of age. 

Possibly the most stringent requirements are 
found in Denver where there is no alternative 
and members must be age 65 and have ren- 
dered 35 years of service in order to qualify 
for the full allowance. One of the most gen- 
erous qualifications is found in the Massachu- 
setts and the State-Boston plans where only 
20 years of service are required for a member 
to retire. Furthermore, in these plans if the 
husband and wife are both members, both may 
retire when one is eligible. 

Set forth in the footnotes of Table 21 are 
some distinctions between qualifications for 
original members and qualifications for those 
who joined after their system was established, 
or between members according to the dates 
when they joined, or between those who retire 
at one time or another. 

There are 28 state and six local systems in 
which members may retire on service only, 
ranging from 20 to 36 years. In 24 state and 
six local systems members may retire regard- 
less of years of service when they reach a 
designated age, ranging from age 55 to age 70. 
Under item 3 there are 23 state and 12 local 
systems where both age and service are re- 
quired, 

These alternative provisions in many systems 
result not only in overlapping between items 
1, 2, and 3 of Table 21 but also in more than 
one entry for each of several systems under a 
particular item. For example, members of the 


Florida system may retire at age 60 with 35 
years of service, at age 55 with 35 years of 
service, at age 55 with 30 years of service, 
or at age 50 with 25 years of service. These 
are the four retirement plans among which 
members may choose and they contribute ac 
cording to their choice. The benefit differs 
according to the plan chosen by the member 
and contributed for by him according to his 
choice. 

Those systems under item 3 where five or 
10 years of service are required, in practical 
administration, make age the only requirement, 
because under any of these retirement formu- 
las the period of service must be more than 
10 years in order to develop an adequate 
allowance. 

Wisconsin and Minneapolis have unusual 
provisions—a member may retire at any time 
in Wisconsin or after 10 years of service in 
Minneapolis on his own contributions, but in 
order to get the pension portion of his allow- 
ance he must be age 50. 

Some time ago many systems required that 
a member must have contributed a certain 
amount of money before he was eligible to 
retire. Today, in the 72 systems analyzed in 
this bulletin, only Alaska and Milwaukee have 
such provisions. In Alaska the member must 
have contributed the equivalent of the $90 per 
year for 25 years ($2250); if he does not 
meet this qualification he is not eligible for 
retirement, regardless of his years of service. 
At any rate the allowance in Alaska is not pay- 
able until the member has reached age 55. 
In Milwaukee a member age 55 with 20 years 
of service may retire only if he has contributed 
at least $750. 

Except for original members, this is a dis- 
tinction without a difference since in most 
systems the contribution of either a flat rate 
or a percent of salary for the required years 
of service would be an indirect qualification of 
a minimum total amount of contributions. 

Relation of qualifications to benefits—lt is 
necessary at this point to refer to the tables 
in Section II of the bulletin where the benefit 
formulas are described. A system which pro- 
vides a total fixed benefit as allowance, where 
it is a percent of final average salary for each 
year of service, would pay a larger benefit 
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TABLE 21.—MINIMUM SERVICE OR AGE QUALIFICATIONS FOR NORMA! 

















RETIREMENT 
Systems making such requireme 
Qualifications for normal retirement* = > = 
State systems Local systems 
1 2 3 
1. Service only: 
leh nt sid nici duvlg nade bens sures? dads te Ohio ade 
MG Edbdbeak Uxccdanwechapsvsences dma nee .. Conn., Ga., Nebr., N.J., N.Y., | New Orleans, New York (i; 
Pa. %4S.C., W.Va. Omaha 
ESS PR ee eee ee See eeY a ee Ariz., Ark., Calif., Del., Hawaii, Detroit P, State-Boston« 
Ky., Maine4, Md., Mass. ¢, 
Minn., Miss., Okla., Oreg., 
Tenn., Texas, Wash. 
EM ERE os sdselttw dukes ciaaVaebes ob yee és Alaska !, Maine®, N.Dak., Chicago 
Pa. |, Texas), Wyo. | 
dd lets as Kae b dew ag bed rh be hass onibees Mass. * State- Boston ¢ 
2. Age only 
ali is a ee Ok nd bas ene & N.Y.® \. 
RIBAS ns Oc oe ee ee ae Iowa, Mo., Nebr., Va. New York City, St. Louis 
i Ae sede ah ah ted sends MEs ewe dhaceweness N.J. a 
i. Wdantbtccetthd se CUS CRTGs ORME. wleccce ees Ala., Ariz., Ark., Del., Ga., Baltimore, Boston, Port! 
Hawaii, Idaho, Kans., Md., St. Louise 
Minn., N.H., N.C., Okla., 
S.C., Tenn., Vt., Wash. 
I, SUS eae cibe tended bee cde «cteheeean Hawaii, Mass. *, Minn. State- Boston ¢ 
3. Age and service 
Age 65: 
With 35 years of service... ... 0.0.0.6. 6c e eee eee ania Denver 
RT IIE, on cavpnvcereccacdecccecece Colo. 
Age 62: 
ES ES ES BP District of Columbia 
bo Pa. Pav. 
With 5 years of service. ...... 0... ccc cece a4 Kansas City 
Age 60: 
SO NS RR art ree eee Fla. hts 
With 30 yeare of service. ..... cbc ccc cece ee eees Miss., S.Dak. District of Columbia 
NN Ee i, A aha 
With 20 years of service. ........... 0.6 c ee cece Colo., Conn., Ky., Nev., Texas Los Angeles, San Diego 
EE EE Te Ill., La., Mich., Utah, N.Mex. Des Moines, Detroit 
With 10 years of service. ....... 2.0.2... 00.00 eee Mont., R.I. New Orleans, San Francis: 
With S years of service. ....... 2.6.6.6. e eee eee Ohio, W.Va., Wyo. ! peo 
Age 55: 
With 35 years of service... ...... 2.06.50. ccc euee Colo., Fla. seni 
With 30 years of service... ... 2.2.2.6 6. 0c eee eeees Fia., La., Mich., Ohio, Utah, District of Columbia, New 
W.Va. Orleans 
With 25 years of service. ........ 2.66... cece eens bias Atlanta, St. Paul 
With 20 years of service... 2... 6... c cece eee eees IL.™= Los Angeles, San Diego, 
San Francisco 
With 10 years of service. ... 2.2... 666. Calif. Milwaukee * 
Age 50: 
With 25 years of service. ......... 0.6... 66 6-00 0ue Fila., P.R. 
With 20 years of service... 2... 6. 66 ccc een l.,® Ind. 
6, Fe shea bbb aiian s pK OGRE S Chbes me cc cccees Wis.° Minneapolis® 

* There are alternative qualifications in many systems; all are shown in this table as far as possible. In some cases | 
lower qualifications result in reduced allowances. 

© See item 2A in Table 19. 

© If a member of the 1/140 class. See Table 10. 

4 For members who began teaching after July 1, 1924; not payable until age 60. 

© If husband and wife are both members, both may retire when one is eligible. 

* Not payable until age 55. Member must have contributed $2,250. 

* For members who began teaching before July 1, 1924; not payable unti! age 60. 

* Not payable until age 50 and then the allowance is the actuarial equivalent of the allowance payable at age 55. 

' If a member of the 1/140 class; effective July 1, 1950. 

3 But not payable until age 60. 

* Altho many systems make retirement compulsory at age 70, or at some other compulsory retirement age, New York © 
the only known system with a special formula for the allowance of a member forced to retire under this provision before he ): 
met other qualifications for retirement. 

' But contributions must be made equivalent to 10 years’ membership. 

™ After July 1, 1952. 

® Until July 1, 1952. 
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to a member who retires on years of service 
than to a member who retires on age regard- 
less of years of service, unless in the latter case 
the member had served an equal number of 
vears. To a lesser extent the same is true in 
money-purchase fixed benefit pension plans. 

Members should study the alternatives open 
to them and retire, if possible, under the most 
favorable alternative. For different members 
within the same system this may be a different 
alternative. For example, in many systems for 
a member who was employed rather late in 
life to retire on superannuation at the minimum 
retirement age would be to his disadvantage 
and it would be wiser for him to remain in 
service, if possible, beyond the minimum age 
for retirement in order to increase his allow- 
ance by a greater number of years of service, 
this number being the multiplier in the fixed 
pension portion of his allowance or in the total 
fixed benefit. A member who joined the same 
system early in life, however, could retire on 
30 or 35 years of service without waiting until 
he had attained minimum retirement age. 

Altho in the money-doubled plans the mem- 
ber would also find it to his advantage to 
serve beyond the minimum age for retirement 
in order to build up his reserve for his annuity 
and receive the larger total allowance when 
he later retired, the increase in allowance due 
to later retirement is not as direct as in the 
plans using a fixed benefit as the pension por- 
tion of the allowance, or in those where the 
total allowance is a fixed benefit. 

Many proposals for the liberalization of re- 
tirement provisions have dealt with the quali- 
fications for normal retirement. It has been 
proposed that members retire after 30 instead 
of 35 years of service, or at age 60 instead of 
age 65, or at age 55 instead of age 60. These 
proposals for liberalization increase the cost 
of the retirement system or decrease the amount 
of the allowance. If a member retires five years 
earlier under a formula in which the number of 
years of service is used as the multiplier either 
for the pension portion or for the total allow- 
ance, the allowance payable would obviously 
be smaller than if the multiplier were larger 
by five more years of service. 

In money-doubled plans the effect is even 
more drastic. Not only are there five years 
less in which the member accumulates the 
contributions with which to purchase an an- 
nuity, but also (a) the probability of death 
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during the period of extra service reduces the 


cost at later retirement or provides a substan- 
tially larger annuity for the same cost, and 
(b) the annuity purchasable by the smalle: 
accumulated contributions must buy an annu- 
ity for five more years of life. Therefore, 
five years off the qualifications for retirement 
in this kind of formula means much more than 
five years’ difference in either the cost or the 
amount of the allowance. It has been estimated 
by actuaries that from one-third to one-half of 
the allowance is cut in a money-doubled plan 
by reducing the qualifications for retirement 
by five years with respect to either the number 
of years of service or age of retirement. 


Qualifications for Ordinary Permanent 
Disability Retirement 


When a member becomes disabled for fur- 
ther performance of duty he frequently has 
no choice of continuing in service so as to in- 
crease the allowance payable. Therefore it is 
important that the minimum length of service 
required for ordinary and permanent disabil- 
ity retirement be low enough so that any mem- 
ber who has served a length of time sufficient 
to have established his place as a member of 
the profession be qualified for a disability re- 
tirement allowance. If the years of service 
required for disability retirement are as much 
as 20 or 25 years, as may be seen for a few 
systems listed in Table 22, members who are 
partially but not totally disabled may continue 
in service beyond their full usefulness in order 
to meet these qualifications. This would nullify 
the purpose of disability retirement provisions. 
Most commonly 10 or 15 years constitute the 
minimum length of service for disability retire- 
ment. 

When the disability and normal retirement 
allowances are compared in the light of the 
differences in qualifications for them, it may 
be seen why many disability retirement allow- 
ances are as low as they are. Regardless of the 
type of benefit payable, except a flat amount as 
total allowance, when the disability retirement 
allowance is computed by the same formula as 
that for the normal retirement allowance the 
disability allowance cannot avoid being con- 
siderably smaller, since fewer years of service 
have been rendered prior to disability than 
would be served before normal retirement. In 
the total fixed benefit formulas and in fixed 
benefit pensions the multiplier is smaller. 
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TABLE 22.—MINIMUM SERVICE OR AGE QUALIFICATIONS FOR ORDINARY 





























PERMANENT DISABILITY RETIREMENT * TAE 
—— k 
Systems making requirements 
Qualifications . 
State systems Local systems Tvs 
1 2 — 
1. Minimum length of service>: oy 
edb dieiee ae se telneewhe ba ee dane dige + tae cud slain Colo. ¢, Ill.4, La., Baltimore, Kansas City, » Add 
Md., N. Mex., Oreg. °, Milwaukee, New 
‘ P.R., Wis. Orleans, St. Paul 19 
EES ae rn eee. Ala., Ark., Calif., Boston *, State-Boston 16 
Conn., Fla., Hawaii, Denver, Des Moines, 1" 
Idaho, Ill., Ind., Detroit, District 16 
Maine, Mass. *, of Columbia, Los 16 
Miss., Mont., Nev., Angeles, Minneapolis 14 
N.H., N.J., N.C., New York City, San 1¢ 
Ohio, Pa., R.I., S.C., Francisco 1¢ 
Tenn., Utah, W.Va. 1! 
I OOO ng, cane sv nnsoncecssaacssssuens cand Portland 
ers of Ce eS re ere ere oe Chicago 1¢ 
ET 6 KaNOROE DAN: v.04 6 6dn Sods Orden 4b bes ces oneesnee mn Ariz., Colo. t, Ga Atlanta, Bostons, 1¢ 
Kans., Mass.&, State-Boston s, 1 
Mich., Minn., Nebr., Detroit !, St. Louis, 
N.Y.5, N.Dak., San Diego \' 
Okla., Oreg., S.Dak., \¢ 
Vt., Wyo. 1‘ 
Ny oc iia ls dab ad! Sint on ad bet o50.0'¢-0 0:00.00 hh aeiee Ky., N.Y. ', Texas, 1! 
Va., Wash. } 
Oe ik ella eggs MO ei aad naa FOO kh <8 094 dbo oss 0 op RN Del. eves 1 
2. Minimum age: 1‘ 
tc vac vanb ebb Vet bece Mees thee cds tsdetsvantann Me. eabs 1 
3. No requirements of age or service... .. 2.2.66... e cece een ceeeees Alaska Des Moines*, Omaha 1 
Ser’ 
* No special allowance is payable for disability in Iowa; members must meet qualifications for normal retirement. 
> If the member meets qualifications of age, age and service, or service for a normal retirement allowance (see Table 2!) ‘“ 
same is payable in lieu of the disability retirement allowance. If not eligible for normal retirement, disability retirement allow . 
ance is paid until death, except in Detroit where it is recalculated when the disabled retired member reaches age 60 (see Table 15 ‘ 
© If disabled in line of duty. r 
@ For temporary disability; 10 years required for permanent disability retirement. ‘ 
° If a veteran. ° \ 
t Consecutive years in positions covered by retirement system. ' 
© If not a veteran. 1 
» If an original member. ' 
‘ If a new member. ' 
} Temporary disability benefits are paid during first two years of disability after which, if disability is permanent, member is { 
entitled to disability retirement allowance if he has served 20 years. 1 
* A member may take a disability retirement allowance at any time based upon his own accumulated contributions, but to ' 
have the allowance computed on the contributions from public funds also, he must meet the 10-year service requirement. 1 
1 
I 
For illustration, suppose that a member be- Pension Credit for Service Before "7 
comes disabled after 10 years of service and is Enactment of the Retirement Law , 
qualified for a disability retirement allowance Since many retirement allowances are built ' 
his disability retirement pension might be 90 upon an annuity purchasable by the member's 
percent of the ng rate hy 1/140 of his contributions and a membership pension that 
final average salary for eac ae “ service either equals that annuity or is a fixed benefit, 
(10). F inal average gd might — plus a pension for prior service, the dates at ia 
The pension portion of i is Maggs saat d which the line is drawn between membership 
be 6 percent of $3000. If t © members con- service and prior service are pertinent. 
tributions could buy an annuity of about the Table 23 gives this information. In the ? 
same amount, the total disability allowance older systems such as New Jersey and Penn- are me 


would be no more than about $383. If he had 
been eligible for normal retirement after 30 
years of service in the same system at the same 
base salary, it would be 21 percent of $3000. 
If the member’s contributions could buy an 
annuity of about the same amount the total 
normal retirement allowance would be about 
$1260. 


sylvania many of the original members have 
now retired and service prior to the enactment 
has practically disappeared from the records 
of active members. In those systems that have 
been established or revised in recent years, 
however, the majority of today’s active mem- 
bers have more years of prior service than they 
have of membership service. 
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TABLE 23.—PENSION CREDIT FOR SERVICE IN SAME COVERAGE AREA OF 
RETIREMENT SYSTEM PRIOR TO ENACTMENT OF RETIREMENT LAW 





Systems having each type 


Type of provision for credit for prior service in same coverage area* 
State systems Local systems 


1 2 3 


\dditional pension separately computed for service rendered prior to following 


dates >: 
1914 
1917 
1919 ‘ Pa.* 
1920 Ohio 
1921 N.Y., Wis 
1923 
1926 
1928 
1937 


State- Boston 


New York Cit 


Boston 
Hawaii,‘ Md Baitimore*® 
New Orlear 
Mont.,* Tex Los Angele 
1939 ‘ San Diego** 
1940 Ky. ! 
1941 ‘ Ala.,” Kans 
N.¢ W.\ 
Va 


1942 
Ariz , Okla. * Baltimore 


1943 
1944 Tr Mis 
1945 Mich., 5S.‘ t Tenn." Detro 
Utal 
1946 zi Idaho,* Oreg 
1947 1ll..* Maine,* Vt 
1948 
1949... - 
rvice rendered prior to dates counted in multiplier of fixed benefit formulas 
(for whole allowance or for pension portion thereof) where fraction of salar) 
or flat amount is paid for each year of total service « 
1917 
1919. 
1926 
1927 
1936 
1937 
1938 
1943 
1944 
1945 
PORK. &. 
1947... 
1948. 
1949... 


it 


District of Colur 
\tlanta* 


Atlanta * 


San Francisco 
New Orleans* 


Dates unknown. Kansas Cit 


Service rendered prior to dates counted in fulfilling requirements for retirement: 


1909 . Milwaukee 


St. Paul * 

1914 camo , 
1924... a : Minneapolis* 
1929 - ‘ Portland * 
1931 Puaee > . Minn. * a! 
1937 pebae% we wa N.Mex 
1945 : Ind., S.Dak 

Alaska 

Nev.*6& 


Colo 


lowa*! 


* Claim for prior-service credit usually must be made during first year of establishment of system; where otherwise, provision 


ue noted. Those eligible for credit for prior state service are usually those in service on date of establishment of system 
otherwise, provisions are noted. The maximum number of years of prior state service, if any, is omitted from this table 
‘2 One or two unusual cases. 

»See Table 11 for prior-service pension formulas. 

* See Table 4 for formulas on which these systems pay allowances 

“If purchased by January 1, 1951, or within five years of becoming a member, whichever is later 

* If claimed before July 1, 1951. 

‘If claimed by December 31, 1950. 

SIf in service during 1947-48, or not absent more than three years without pay between 1937 and 1947, and claimed be 

June 30, 1950. 

"If a member before August 31, 1949. 
: ‘If an original member or one who joined during 1946-47 with at least two years in positions eligible for membership 
etween July 1, 1938, and June 30, 1944. Special provisions for members of local systems (who belong also to state system). 

1 If claimed before July 1, 1949. 


where 


xcept 
exce} 
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TABLE 23.—PENSION CREDIT FOR SERVICE IN SAME COVERAGE AREA o; 
RETIREMENT SYSTEM PRIOR TO ENACTMENT OF RETIREMENT Law 
(Continued) 





* If purchased by member. 

' Member employed after establishment of system may acquire prior-service credit if employed as a teacher in stat. ; 
three out of the six school years preceding July 1, 1940; maximum, eight years prior to July 1, 1940, creditable withou: ,.. 
tribution of member. 

™ Members not in service in 1940 and 1941 may acquire prior-service credit if they become members before May |, }9j; 
provided they were not absent from state service more than five years during period of 1935-1945. 

™ Member must have served at least six months in 1938-39, 1939-40, or 1940-41, or reentered school service after Septem. 


1, 1941, and continued for at least five years. 
° If in service on date of establishment or at any time within five years preceding establishment of system, if a m, 


before July 1, 1946. 

» If in service between 1939 and 1946, or rendered 30 years of service prior to July 1, 1941. 

“ If a member before January 1, 1947. 

* If in service in 1943, or two out of three years between 1940 and 1943, or two years between 1945 and 1948. 

"If a member before 1950. 

‘ If claimed before December 31, 1948. 

“In service during 1940-1945 if a member by June 30, 195 , and claim is made by July 1, 1950. 

’ For nonteaching employees. 

’ If in service at any time within 10 years immediately preceding enactment and a member within one year of establishmey 

*A former teacher in the state, reemployed after establishment of system, eligible for prior-service pension if reem, 
prior to July 1, 1950. 

Y If not eligible for membership prior thereto (system was extended to noncertificated employees in 1949). 

* If a member by May 1, 1948, and claim is made by July 1, 1949. 

*« If claimed before July 1, 1950. 

*> With respect to that part of the allowance for service not creditable in a local system. 

“¢ If member served four out of five years immediately preceding establishment of system or 18 out of last 25 years ao 
two out of last five years, or four out of the five years following July 1, 1945. 

“4 Special provisions apply to service prior to July 1, 1945, when former system was established; also special provisions ap, 
to service between 1945 and 1950 during existence of former system. 

®° With respect to flat amount all members receive regardless of membership in local system. 

«f The state pays up to one-half of the total allowance for those with 15 years of prior state service credit, if they were 
members in 1931. 

** Provided not broken by lapse of five or more years. 

** Except that after 50 years of service former employee at least 65 years of age may pay equivalent of contributions { 
quarters, to be matched by last employer, and be entitled to $25 monthly benefit for life. 


*! If member was not in service in 1925 or did not join during 1926, he may acquire credit for service prior to 1926 a 
half the service after 1926 to date of joining by making contributions before 1943 for period between 1926 and 1943 or date: 
joining. 


*) Teachers who did not join in 1911 or in 1928 when membership was voluntary for those then in service, but who joined 
prior to September 1, 1948, may acquire credit for service prior to September 1, 1928, not previously credited, by making contr 
butions they would have made had they been members between 1928 and 1948 or date of joining. If such payment is mace | 
September 1, 1950, credit is given for service prior to 1928. 

*k Provided 10 years previous to enactment had not been broken by longer than one year, except by leave of absence. 

*' Maximum number of years which may be certified on prior-service certificate, 38, but only three-fourths of the prior serie 
certified is to be used in computation of allowance. 

a™ Toward flat amount paid as benefit on minimum requirements. 

®2 Affects only qualification for minimum retirement allowance. 

*°In 1929 each member was given a book credit of $11.65 for each year of service from 1912 when the system wa 
originally established. This book credit had the effect of reducing the cost of the annuity for the member. 





The separately computed prior-service pen- longer important for most presentday member 
sion, therefore, constitutes the larger portion Some systems have been established recent! 
of the cost to the public for the first few years and are paying a flat amount or a proportion 
of the operation of a retirement system. In the of presentday salaries on service rendered year 
total fixed benefit formulas, where a percent ago. 
of the final average salary is paid for each Colorado and Iowa do not give credit for 
year of total service, service rendered before service rendered before the enactment of th 
the date of enactment increases the cost to retirement law. In these two states, therefore, 
the public in a similar manner since the years since membership service only is counted, tht 
of service before the enactment are included in full allowance will not be paid for some yea" 
the multiplier for the calculation of the total to come. In Colorado one-half salary is to 
allowance. paid for 20 years of service, but since the 

On the other hand, there are a number of _ teachers have been covered by this system 00) 
systems listed under item 3 of Table 23 where since 1944 it will be 1964 before teachers 1 
the date of establishment has relatively little ceive one-half salary under this system. 
effect upon the retirement allowance altho it In Iowa the plan was established in 1°46 
has a bearing on presentday costs. Some of In 10 years, that is in 1956, members wi! 
these systems have been established for many have achieved a “fully insured” status simi’ 
years and the question of prior service is no to that under the federal social security |av 
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and thereafter they will receive benefits accord- 
ing to the normal formula. In Iowa, however, 
, is provided that those who serve 50 years 
and are at least 65 years of age may become 
digible for a monthly benefit of $25 for life 
provided they pay into the system the equiva- 
lent of 10 years’ contributions. This provision 
applies to those who had left public service be- 
fore the enactment of the retirement law. Dur- 
ing the first 10 years of the operation of the 
stem it will also apply to the older members 
in service at the time the plan was put into 


effect. 


Credit for Out-of-State Service 


Not only is service rendered in the same 
coverage area before the enactment of the re- 
tirement law usually credited toward fulfilling 
the requirements for retirement and included 
in computing the retirement allowance, but in 
many systems out-of-state service credit is 
eranted. Creditable out-of-state service in 
many systems is not restricted to such service 
rendered prior to the enactment but includes 
at least a limited amount of service rendered 
after the establishment of the system. These 
provisions with their conditions are shown in 
Table 24. 

In 26 state and seven local systems no out-of- 
state service is creditable under any conditions. 
As far as local systems are concerned the pro- 
visions for out-of-state service credit refer 
usually to out-of-city service without any dis- 
tinction between out-of-city service within the 
same state and out-of-city service outside the 
state. 

The dates of enactment have a bearing upon 
the provisions for crediting out-of-state service 
in some of the systems that are listed in items 
2 and 3 of Table 24. Those that have been en- 
acted recently and provide credit for out-of- 
state service rendered before the enactment of 
the retirement law are giving such credit to 
many members now in service. However, 
Maryland is an example of a system that gives 
out-of-state service credit only if it was ren- 
dered before the enactment of the retirement 
law. This provision means, in reality, that to- 
day out-of-state service is creditable to rela- 
tively few members, since the Maryland sys- 
tem was established in 1926. 

Connecticut, Florida, Maine, Minnesota, 
and Detroit allow credit for out-of-state service 





to members provided those members render a 
designated amount of service in the coverage 
area. This is an equitable procedure. It cer- 
tainly is a more fair way to handle the problem 
of reciprocity than is found in many of the 
other systems. 

Twenty-six state and seven local systems not 
giving any out-of-state service credit under any 
conditions should look forward to amendments 
which will ameliorate this failure to recognize 
the advantage of employing experienced teach 
ers even tho the experience may have been 
gained in other jurisdictions. 


Intrastate Reciprocity ' 


Closely allied with the desirability of grant 
ing credit to experienced teachers for their ser\ 
ice outside of the state is the problem of intra 
state reciprocity. Intrastate reciprocity pro 
visions are shown in Table 25. 

Similar positions in different areas within 
same state—For the states where there is a 
statewide retirement system and no local retire- 
ment systems the problem of intrastate reci- 
procity is relatively unimportant. However, 
if there is a separately maintained local retire- 
ment system within the state, and teachers be- 
long to either the local or the state retirement 
system, there should be an interchange of credit 
when a teacher moves from a position in a dis- 
trict covered by the state system into a position 
which is under a local retirement system. In 
such case credit should be transferred from the 
state retirement to the local retirement system. 
Likewise, a teacher who has been a member of 
a local retirement system should gain credit for 
the service in that area if he should move out of 
the local area into another part of the same 
state, either to another local retirement system 
or to the state system. In both instances, funds 
should be transferred covering both the mem- 
ber’s accumulated contributions and the cost 
to the receiving system for allowing the pen- 
sion credit for service rendered in the sending 
system. 

New York City and New York State solved 
this problem years ago. In the intrastate reci- 
procity which has been worked out between 
these two systems not only are the member’s 
contributions with interest transferred directly 
from the one retirement system to the other, 
but also the reserves required for the pension 
credit to that member’s account are transferred, 


1 Local pensions to supplement state retirement allowances are not considered in this disctission. 
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TABLE 24.—OUT-OF-STATE SERVICE CREDITABLE 





Systems making such provisions 





Amount and conditions under which 








out-of-state service is creditable State systems Local systems 
1 2 - 
1. No out-of-state service is creditable under any conditions.......... Ala., Colo., Del., Ga., Atlanta, Baltimore 
Hawaii,» Idaho, ¢ Kansas City, Los 
Iowa, Kans., La., Mo., Angeles, Portland 
Nev., N.H., N.Mex., San Diego, San 
‘ N.C., Okla., Oreg., Francisco 


Pa.,¢ P.R., S.C., 

Tenn., Texas, Utah, 

Vt.,* Va., Wis., Wyo. 
2. All out-of-state service creditable under specified conditions: 























| A. If rendered prior to enactment of retirement law............. Ark.,¢ Conn.,¢ Md. New Orleans, 7 N; 
York City ° 
| B. If rendered prior to date of amendment of retirement law..... Calif. (1944), f Ohio (1945) Pas 
C. After member has served designated time in state: 
ee ee Conn., Maines 
ee cme eedde és neesnecgesconsenes Minn. a 
EE ee ee ee eee yeaa Minneapolis , © 
3. Limited amount of out-of-state service creditable under specified 
| conditions: 
| Y) A. If rendered prior to enactment of retirement law: 
i) es ae Ming bs Rd eee caewes nies sia sa cas «ide aS Ariz., S.Dak. # 
ty a cee eg Peak th AbtGes chy ces bc cbisbercdben Fla., Miss., Mont., Denver, St. Louis 
« Nebr., R.1. 
4 < , TE Siete coil dis eath: etka Aichi Genel’ « 4 0 ha wadiae © ae Ky.» 
10: B. If rendered prior to date of amendment, or revision of retire- 
10) ment law: 
| ms EES, Sock CoS cr PMs oc 6 acs 6048168 Chive tle Calif. (1944), t 
| ad Mich, (1945), 
oh. Wash. (1938) 
ls DG ss dd Sa tkWAwnwnsceeeccusveswescccccesessceds vides Detroit (1945), 
: «< i eis aclu onesies. aes cals ku ai St. Paul (1940) 
1¢j C. After member has served designated time in state: 
ws 20 years in state: 
» 10 years of out-of-state service creditable. .............. Maine ! Detroit * 
<) 10 years in state: 
#3 10 years of out-of-state service creditable. .............. Fla. ! 
pa) DD. If rendered subsequent to designated date: 
a HE Chast 808 Sa LA EC A Re a Conn. (1929), Mich. (1945), 
Wash. (1938) 
i ME Ean sc ine eh eae d vee occbesook neon Ky.* ne 
i re Lind Sued. Wiad Urs scee inted epee onan St. Paul (1940) 
Eee fh? I. No such conditions: 
Ee oe ot ee eRe Leu dneddb bess csceccice cewocks Vee New York City, ! 
. ra RS tile dv a tedmhGer ts 4902 wey 00 Seaten veces ¢ sine Milwaukee 
td = Sa ac ge" Se ARTE es ot rs Alaska, IIL, } State-Boston, * Omaha 
. : Mass.,* N.J., N.Y. District of Columbia 
Ait ieee eis cnc debe ite c000's 29.0<460 8 +49 ehgie Ind. ae 
i: aE ee oot i al aa a eer N.Dak. = 
HH re te OB aw cies acl ccc wccecccscess meet Des Moines" 
4 4. Out-of-state service creditable depends on provisions in state from 
i, which new member has migrated _with regard to those who migrate 
"4 Re kg Ese bass 40 Sx he CON as os 0060 600 See. cH es W.Va. 
: 5. Member may increase allowance by payments for out-of-state service, 
mot MmaSGNO BH HUONG Famds.. wc ccc ccc rec cecceen Idaho, ! Pa.,™ Vt.,* Chicago ,* 
i * For local systems these provisions usually refer to out-of-city service without any distinction between out-of-city service 
: ba within the same state and out-of-city service outside the state. See also Table 25. 
" fr © Federal service is creditable. 
‘ij ; © However, see provision below in this table for purchase of credit not matched with public funds. 
: “ All out-of-state service may be used toward fulfilling requirement of 30 years of service of members who retire before axe 
{ 60, but these members do not receive benefits until age 60. Ten years’ service in state is required. No out-of-state service is use 
in computing benefits. 
: © After 20 years of state service at no cost; otherwise, see provision below. 
f If member retires on basis of 30 years of service, at least 15 must be in the state. 
tia-@ * Unlimited for members subject to former law except that last seven or 15 years must have been in state, depending upon 
3 classification of employee. 
: Bi » Both new members and original members are limited to 16 years’ credit for out-of-state service, eight prior to enactment an‘ 
| Mi eight subsequent thereto; members receive such prior-service credit without charge. 
} i ' Members who joined after enactment of retirement law. 
1 Or two-fifths of total service. 
| * Member has five years from date of joining or to January 1, 1950, in which to purchase such credit. 
{ ‘ Member may purchase credit for out-of-state service to increase annuity, but such service is not counted in computing 
f state's portion of allowance. 
4 ™ To receive credit member must pay contributions that would have been due from employer as well as his own. 
4 ®" Member may purchase credit, but it is treated as additional annuity not matched by state and used only in computine 
: disability retirement. 
| 
Hi 








TABLE 24.—OUT-OF-STATE SERVICE CREDITABLE (Continued) 





© Out-of-city service within the state is creditable under reciprocity plan shown in Table 25. 


P Unless in district which later became a part of Los Angeles 


a If eligible for such credit under law of 1911. 


r All service is creditable, but member must have served in city at least 20 years to receive minimum pension 

* If rendered prior to July 1, 1945, by original members, and provided member is not entitled te or has forfeited rights to 
any benefit under another retirement system for same period of service. There is no limit on service rendered in Detroit, or when 
rendered, for new members, or if rendered after July 1, 1945, for original members; but contributions are required for such credit 


t For original members only. 


« At least 15 years must be in the city; all outside service is creditable provided this qualification is met 


Under the formula 


for the aliowance, however, credit for outside service is helpful only in meeting the minimum qualification. 


v If members pays contributions due from employer as weil as his own, 


up to two-fifths of out-of-city service is creditable 


provided the member is not entitled to a benefit from another system for the same service 





so that the total reserve is moved from one 
system to the other by direct transfer without 
the necessity of the member withdrawing con- 
tributions from one system and depositing them 
in the other. Somewhat similar, altho not al- 
ways so direct, intrastate reciprocity has been 
provided in a number of other states where 
there are local public-school retirement systems. 

However, in some states there is a maximum 
upon the number of years which are creditable 
in either the state or local retirement system 
for service rendered in the same state in differ- 
ent coverage areas, and there are a number of 
systems that give no credit for service in the 
same state in different coverage areas. These 
classifications of systems are shown under 
items 1 and 2 of Table 25. 

Different kinds of positions in same area— 
Items 3 and 4 of Table 25 approach intrastate 
reciprocity from a different point of view. If 
only instructional personnel were covered by 
public-school retirement systems there would be 
less necessity for intrastate reciprocity between 
different kinds of positions, but since nowadays 
public-school retirement systems include in 
their membership personnel other than instruc- 
tional personnel, other than professional em- 
ployees in most systems, and other than public- 
school employees in many systems, there should 
be some intrastate reciprocity. For example, a 
secretary moving from the city hall into the 
schoolboard office should have credit for pre- 
vious service for the city in a different de- 
partment. Likewise, when a member of a state 
department of education, possibly a member of 
the state employees retirement system, moves 
into other educational work in the state and 
becomes eligible for membership in the public- 
school retirement system of the state, he should 
have credit for his previous educational work 
in the same state. 

Where all public employees, including teach- 
ers, belong to the same system there is no prob- 
lem of this kind. There are 11 such states. 


There are three local retirement systems that 
include in their membership all the public em- 
ployees of the city including school employees 
and possibly excepting only the policemen, fire- 
men, and elected officials. 

The National Council on Teacher Retire- 
ment has studied reciprocity for many years 
but the Council’s Reciprocity Committee de- 
cided to attack interstate reciprocity first, and 
to approach intrastate reciprocity later. In the 
meantime, it was hoped that many states would 
work out their own intrastate reciprocity prob- 
lems. Such has been the case. Many systems 
which are listed in Table 25 as having intra- 
state reciprocity provisions of one kind or an- 
other have made such provisions in the last few 
years. The tendency seems to be in the direc- 
tion of providing intrastate reciprocity. This 
movement will probably go forward by its own 
momentum. Altho the National Council has 
made no recommendations on intrastate reci- 
procity, it goes without saying that the Council 
would approve all steps in this direction so that 
credit for service in other types of positions 
within the same coverage area, or in the same 
kind of position in other coverage areas within 
the state, will be creditable. 


Credit for Military Service 


Many systems have passed amendments in 
recent years, especially since the beginning of 
the Selective Service Act in 1940, to give 
credit to school employees who are absent from 
their school duties because of military service. 
Table 26 summarizes the current provisions. 
Many of the retirement laws will need further 
changes to give future credit for military serv- 
ice. 

Military service creditable—The kind of 
credit that is given for military service differs 
according to the type of benefit formula for 
each system. If the system pays a total fixed 
benefit in which the allowance is equal to a 
percent of salary multiplied by the number of 
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TABLE 25.—INTRASTATE RECIPROCITY 





Type of reciprocity Systems making provisions 
1 2 








1. Credit in state public-school retirement system for service as a 
teacher in districts with separate retirement system*>: 


ee sab wos 66 ods 0S CREO ELE EO ced es eesineces Ga., ‘ Ill., Md.,® Mass.," Mo., Nebr., ! N.Y., Oreg., R 
Tenn. 
RNS OEY aE Pye Te ee Kans. (maximum, 15 years as prior service), Mich. (may 
‘mum 10 years for new members, 15 years for orig 
members) 


: C. In discretion of retirement board...................+4- La. 
ihe ee tee na Lele he EN ew ad deen ghee +054 Colo., Minn., S.C., Wash., Wis. 
E. School personnel belong to both state and local systems Calif.,* Conn., Del.,! Iowa, Utah 
with integration of contributions and /or benefits 
2. Credit in local system for school service in other districts in the 
same state e¢; 
ee hk ta tn aes ae od hidnhh Cede ed a <6e Baltimore, State-Boston, New York City 
es I ich aden ietectdanteanevs yh eseuns owe Chicago™ Denver," Des Moines,° Detroit,” Milwauke: 
New Orleans,@ St. Louis' (applicable only to origina 
members), St. Paul * 








C. Full credit for limited purpose.................0e00000s Minneapolis (for determining rate of contribution fro: 
public funds) 
Y) Sa nib bnscdsd rane edges ti Ghbbbrecence scans Atlanta, Boston. Kansas City, Los Angeles,* Omaha 
a Portland," San Diego, San Francisco 
t | 3. Credit in state public-school retirement system for nonschool 
w service in state: 
S. Feb PRN bc dtd caict che bak doe bls o heealeeesdncede ccs Ala., Conn., Ill.,¥ Ky., Md.,« Mass.,® Nebr.,' N.H.* 
Bop N.Y., Ohio, Pa., P.R., R.I., Tenn., Texas* 
‘) ee ca Ca wee daad aca Ee ens sche ues Ark. (maximum 20 of the 30 years required for retiremen: 
4 prior to age 60), Fla. (prior-service credit), N.Da 
Pind (maximum 7 years) 
La C. In discretion of retirement board. ..................06. La. 
b ie TS 4 rid, oo Lakin de paths es bn wsd clecedeeseed Alaska, Ariz., Ga., Idaho, Ind., Kans., Mich., Mi 
i«. Miss., Mo., Mont., N.J., N.Mex., Okla., S.Dak., Uta 
hej Vt., Wash., W.Va., Wis., Wyo. 
gut‘ E. Public employees, including teachers, belong to same sys- Colo., Del.,! Hawaii, Iowa, Maine, Nev., N.C., Oreg 
Rate tem; no need for this kind of reciprocity R.I., S.C., Va. 
ii) 4. Credit in local public-school retirement system for nonschool 
bags service in city: 
“5 A, EES b 0.4 0.c bes ORbs esRRG URE hdc cdbeckevccccs State-Boston, District of Columbia 
abd B. May continue contributions in teachers system after sep- New York City 
i aration from school service while employed in other city 
service. 
=) i § PS Joe kcnakhs Gavaeheseeadavesnxtnddenes oes Boston, Chicago, Denver, Des Moines, Detroit, Ka 
a oe City, Los Angeles, Milwaukee, Minneapolis, New Orlea: 
* Omaha, Portland, St. Louis, St. Paul, San Diego 
oF D. Public employees, except possibly policemen and firemen, Atlanta, Baltimore, San Francisco 
i ae but including teachers, belong to same system; no need 
bj for this kind of reciprocity 
Be *In addition to these provisions, see Table 18 for deferred allowance provisions which would provide equivalent coverage i: 
4 some cases. 
« ang Sa are no local systems in the following eg Alabama, Alaska, Arizona, Arkansas, Florida, Hawaii, Idaho, Indiana 
| Kentucky, Maine, Mississippi, Montana, Nevada, New Hampshire, New Jersey, New Mexico, North Carolina, North Dakota 
Ohio, Oklahoma, "Pennsylvania, Puerto Rico, South ‘Babete, Texas, Vermont, Virginia, West Virginia, Wyoming. 


© For further details see column 3, Table 24. 
4 No other school district in District of Columbia, hence it is omitted from this item of the table. 
* The extent to which other public employees are covered by retirement systems in the areas listed in this category is un 
known. It is possible that no retirement system exists, except that for public-school employees. Such is the case in Mississippi, 
~ Missouri, Oklahoma, and West Virginia. In some other areas, firemen and policemen are covered in addition to the public-schoo 
employees, but other public employees are not. In still other areas, practically all public employees are members of one of severa 
retirement systems. 
‘ If part of salary is paid by the state while a member of the local system. 
* If the member retires within five years after transfer, benefits are to be no larger than they would have been had he 
remained in former system. After June 1, 1950, transfer must be made within one year. 
® Member has five years from date of joining or to January 1, 1950, in which to purchase such credit. 
! On same basis as other members. 
1 Or, member leaving local system may leave accumulated contributions and draw allowance from state system equal to 
than difference between allowance payable by local system and 75 percent of last active salary. Membership in state 


more 
s is mandatory. 
Bp who are members of a local system receive no benefit from the state annuity fund for any service credited by the 
ocal system. 
' “Members” do not contribute to the state system; there is a gee ye local system for teachers in Wilmington 
_ ™ Not more than 3§ of total service on which allowance is based. Provided member is not entitled to a benefit from tl 
state system for the period of service; provided also, member purchases the credit by paying not only his own but the 
employer’s contributions which would have been due. 
® For original members, maximum 10 years. 


; 
{ 
: 
; 
} 
i 
“ 
: 


» At no cost to original members under certain circumstances. 
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TABLE 25.—INTRASTATE RECIPROCITY (Continued) 





*If member was employed prior to January 1, 1940, 15 of the 25 years required for retirement must be in the city: 


nployed subsequently, at least 20 years must be served in the city. 

t No credit is given unless in a district which is now a part of Los Angeles. 

« Altho no credit is given in the local system for service outside the city, when a member of the state system becomes eligible 
, membership in the local system he may elect between membership in either the state or local system 

* Qualifications for benefits to be determined by law governing system to which member last belongs. If concurrent service 
ndered, member may belong to more than one system and benefits will be determined in accordance with law governing system 


m which larger proportion of benefit derives. 


~ If the member retires within five years after transfer, benefits are to be no larger than they would have been had he 
mained in former system. At time of transfer member may accept credit for as much as his accumulated contributions in 
mer system will buy, or add to the accumulated contributions sufficient to buy full credit for prior service. 

x Beginning September 1, 1949, after two years’ membership service in either system (or if a member between September | 
147, and September 1, 1949, at end of five years of service). If service has been credited in both systems member may retir 
vith joint service to meet qualifications for retirement. The provisions for intrastate reciprocity have been challenged as ur 


nstitutional. Final decision has not been given 








vears of service, the veteran’s credit would 
e in terms of years. In such systems, grant- 
ng veterans military-service credit without 
‘ost means that the contributions from public 
funds make up the amounts necessary for the 
illowance covering those years. 

In the money-purchase type of plan the same 
could be said for the pension portion if it is 
a fixed benefit pension. When the plan has a 
money-doubled formula, granting military- 
service credit without cost to the veteran means 
that the employer or the state makes the con- 
tributions for the veteran which he would have 
made while he was in military service had he 
remained in school service. 

If the formula is a money-purchase type but 
not money-doubled, the granting of this credit 
without cost to the member might increase the 
pension only while the part of his allowance 
based upon his own contributions would not be 
increased unless there is also an additional pro- 
vision which requires those contributions to be 
made up by the state or local employer out of 
public funds. 

In some systems this is the case but in other 
systems the veteran is required to make up the 
contributions which would have been due dur- 
ing military service to increase his annuity as a 
condition precedent to having his pension in- 
creased by the military-service credit. 

Whether the veteran’s contributions are to 
be paid out of public funds or by the veteran 
in California and Connecticut is left to the 
discretion of local employers. Some laws are 
silent as to whether or not the veteran makes 
up contributions for the credit for military 
service and if these systems are money-purchase 
fixed benefit pension plans it may be that the 
veteran has a choice of increasing the annuity 
portion of his allowance or allowing the credit 
to apply only on the pension portion of his 
allowance. 


Thus it may be seen that granting credit 
for military service means different things in 
different retirement systems. This is especially 
true since some of the systems were established 
during World War II and veterans had the 
opportunity of joining the system for the first 
time after return from military service. 

Many of these newer systems give prior 
service credit to the veteran; however, in some 
cases prior-service credit is granted only if the 
veteran had served in the same coverage area 
prior to entering military service and so was 
otherwise eligible for such credit. In most 
cases prior-service credit is given at no cost. 
If there is a maximum limit on prior-service 
credit, it might be that a veteran would ac- 
tually lose part of the credit for his military 
service if his previous school service had com 
pletely or almost completely consumed the 
maximum amount of prior service that was 
creditable. 

Oklahoma is the only state where veterans 
are required to make up the contributions 
which would have been due during military 
service in order to secure prior-service credit. 
The state does not match these contributions 
nor is the time counted in qualifying for re- 
tirement. This is probably the least liberal pro- 
vision for veterans’ credit, with the exception 
of Iowa which gives no credit at all for mili 
tary service (see Table 26). The Iowa system 
was established in 1946 and credit is given in 
that system for membership service only. 
Therefore, the veterans who did not return 
from military service until after 1946 are not 
eligible for any credit for the period between 
1946 and date of joining the Iowa system. 

Conditions precedent to  military-service 
credit—In some systems the veteran must re 
turn to school service within a designated time 
limit after discharge from the armed forces or 
must return to school service by a designated 
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date. In one state, Kansas, he must remain in 
school service after his return for at least one 
year before he is eligible to receive military- 
service credit. These conditions are shown 
under item 2 of Table 26. 

There are some states that have a maximum 
limit on the number of years of military serv- 
ice that is creditable and others that have the 
military-service credit applicable only to those 
who entered military service at designated 
times. Some of these conditions seem to be too 





With the passage of the new draft law ;, 
1950 and the current world situation, jt ; 
probable that military leaves will be require; 
of many members of retirement systems }; 
the next few years. Veterans of the futur. 
will not be able to secure military-seryic¢e 
credit under many of the conditions shown 
Table 26. If it is legislatively not feasible +, 
dtlete these conditions which identify th 
military-service creditable with World War || 
in so many systems, it may be possible to fo! 
low the lead of Los Angeles which retaine 


restrictive in that they do not cover the entire 
period for which a member could be in military 
service. On the other hand, many systems give 
credit for military service without conditions. 


its closing date on the crediting of past mi 
tary service but provided for the crediting 
future military service (see footnote o). 


TABLE 26.—CREDIT FOR MILITARY SERVICE IN WORLD WAR II AND 
CONDITIONS THEREFOR* 





Type of credit and conditions therefor 


Systems granting credit and making conditions therefo; 





State systems 


Local systems 





2 


3 





1. Credits: 
A. On years of service toward fulfilment of requirements for normal 
retirement when allowance is not related to years of service: 
OE EE 


(2) Provided veteran makes up contributions.............. 
(3) Law silent as to whether veteran makes up contributions. 
B. On years of service to increase total! allowance fixed benefit or 
pension portion of money-purchase benefit by increasing 
multiplier therein: 
er 


(2) Provided veteran makes up contributions............. 


(3) In discretion of local employers as to whether veteran 
makes up contributions or same are paid out of local 
ih id ae hink bhdes dab dae Ud.a so 0 «'s'ds eeakene 

(4) Law silent as to whether veteran makes up contributions 
he seen Reb aSE eaaiy ds 0 6446 Os0:90 Okeke 

C. On pension in money-doubled plans: 

ee DN iii oc wtis nvneycs ccbigeee eaute 

(2) Provided veteran makes up contributions.............. 

(3) Law silent as to whether veteran makes up contributions 


D. On annuity in money-purchase plans: 
SE 


(2) Provided veteran makes up contributions.............. 


A a alain wane ve cit.nn on 009 2 tween 
(4) Law silent as to whether or not veteran makes up con- 
tributions to increase annuity portion of allowance. . 


E. Prior-service credit granted: 


Alaska,» Mo., °S.Dak.¢ 


Ind.,¢ P.R.¢ 
Nev. 


Ariz.,4 Colo., °*® Hawaii, ° 
Maine, ¢ Md.,* Nebr.,¢ 
N.H.,4 N.J.,¢ N.Y.,¢ 
R.1.¢ 

Fla.,¢ Ill.,¢ Ky.,¢ La.,¢ 
Pa., © Wash., ° Wyo. ¢ 


Calif., Conn. 
Ark.¢ 


Miss., * N.C.,° Wis. © 
Ala.,® Minn. 


Ohio*« 


Hawaii, ° Maine, * Md.,° 
Miss.,° N.J.,¢ N.Y.,° 
N.C.¢ 

Ala.,* Fla.,* Idaho, 
Minn., Pa.,° Texas, ° 
Utah, ¢ Wash. ° 

Ariz.¢ 


Idaho, Kans., Mich., 
Va. 


Ala., Ga., Idaho, * 


Atlanta, *° Denver, ¢ 
Des Moines, ¢ 
Milwaukee, ¢ Omaha 

Chicago, * St. Paul« 


Baltimore, ¢ Detroit, « 
St. Louis, San 
Francisco ¢*® 

District of Columbia 
Kansas City,» Port 


land,» New Orleans 
San Francisco, °° 


Boston, San Diego 


Baltimore, ¢ Boston, 
Los Angeles, °° 
New York City* 

San Diego 

Des Moines? 


St. Louis 


Kansas City 


ee 
Mich., Mont., N.H., 
Ohio, Oreg., S.C., 
Tenn., Vt., Va., W.Va. 
(2) Provided veteran makes up contributions. ............ b 
F. On contributions or salary earnings in formulas not related to 
years of service: 
CE ae IN lin cides ban Sede ccc ccwes Mass., S.Dak State- Boston, 
Minneapolis 
(2) Provided veteran makes up contributions.............. N.Dak.¢ ys 
G. No credit granted for military service........... bits océcwas Iowa 











TABLE 26.—CREDIT FOR MILITARY SERVICE IN WORLD WAR II AND 
CONDITIONS THEREFOR ® (Continued) 





Systems granting credit and making conditions therefor 
Type of credit and conditions therefor -—— ———— 
State systems Local systems 


2 3 








Conditions for credits: 
A. Veteran must return to school service within time limit after 
discharge from armed forces (see also item B): 
Within 5 years et Ari Ark 
Within 2 years....... Fla., Mass.,¢ Mich., State- Boston * 
N.Y., Ohio, S.C.,4 
Tenn 
Within 144 years.... Ala., Okla 
Within 1 year... Alaska., ? Ark., Md 
Mo., Nebr ° Nev 5 
N.H., Oreg., Pa., 
R.I., Wyo 
Within 6 months... Calif.,* Ga 
Within 4 months : Va.! Baltimore 
Within 3 months........ Minn., S.C., Utah Detroit, New Orleans 
Within 40 days........ Hawaii 
Within discretion of retirement bos urd Conn 
B. Time limit includes period of “GI education’’... Ill., Mo., Nebr., N.Y 
C. Veteran must have returned to teaching by designate d di: ate: 
December 31, 1951........... i 
July 1, 1950... N.C. 
January 1, 1950..... : Los Angele 
July 1, 1949..... ; ‘ Va. (if not a member 
previously) 
May 23, 1949....... Hawaii 
October 1, 1948.... Va. (if a member previously) 
July 1, 1948 Ill. 
. Veteran must have been discharged afte r designated di ate: 
PES CSE cet rccacdeccst devs S.C. 
2. Veteran must remain in school service for one year after return 
from military service 
*. Veteran must have entered military service at design: ated t time: 
Between August 27, 1940, and September 1, 1942 
>. Maximum military service creditable (see also items C, 
and H): 
Not to exceed 7 years 
Not to exceed 5 years. ... 
Not to exceed 2 years 
. Maximum implied by limiting dates: 
Credit for service to July 1, 1943...... ‘ _ . Ga 
Credit for service between unsaid 1, 1940, and Septem- 
ber 1, .. Kans 
Veteran must have been a member r prior to ‘design: sted de ate: 
tS cise witli te Sone. usta . Okla. 





* Many systems also give prior-service credit for military service in World War I; such provisions are omitted from this table 

> Veteran is not required to pay contributions for military service credit, but must contribute total of $2250 ($90 a year 
for 25 years) before being eligible for retirement. 

© If a member prior to entering military service. 

41f previously in a position eligible for membership 

© Provided member received less compensation in military service than when last employed in school service 

fOr toward flat amount received by all members 

® Prior-service credit is given at no cost to veteran for service to July 1, 1946; for credit for military service after said date 
veteran must make contributions. 

» State does not match these contributions nor is the time counted in qualifying for retirement. 

! But retirement allowance computed on basis of last 10 years of teaching salary exclusive of military service 

1 Board has discretion in allowing credit to those who do not return within one year because of hospitalization, rehabilitation 
training, or other disability resulting from military service. 

k Or within six months of amending act in 1949; otherwise veteran or local employer must make up contributions due for 
period of military service. 

1 Or by date shown in item 2C. 

™ Veteran receives pension credit; no provisions for making up contributions for annuity. 

"If base military pay is less than $100 a month, employer pays member’s contributiens while in military service; if base 
military pay is at least $100 a month, veteran must make contributions in which case employer makes its contributions on behalf 
of the veteran. 

© Law prohibits contributions for military service from public funds after January 1, 1950, if veteran had not returned 
by said date; but permits credit for members entering military service subsequent to January 1, 1950, or those who had returned 
to school service prior to that date and reentered military service subsequent thereto. 

P Since pension portion of allowance is 4/5 of annuity, increase of annuity by veteran thru purchase of this credit increases 
his total allowance. 
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IV. Administration of Retirement Systems 


All retirement systems, except six state and 
three of the local systems analyzed in this 
bulletin, are administered by retirement boards 
separately established for that purpose. The 
exceptions are: (a) Alaska, where the terri- 
torial treasurer is in charge of finances while 
the territorial board of education is in charge 
of general administration of the system; (b) 
Delaware, where the state treasurer is the ad- 
ministrator of the retirement system; (c) 
Iowa, where the employment security commis- 
sion administers the Social Security Act; (d) 
Nebraska, where the state board of educational 
lands and funds is the administrator of the 
retirement system; (e) South Carolina, where 
the system is under the control of the state 
board of budget and control; and (f) Wyo- 
ming, where the state board of education ad- 
ministers the state retirement system. In 
Chicago and Omaha the local schoolboards 
administer the systems; in the District of 
Columbia the District commissioners manage 
the teachers retirement system. The rest of the 
72 systems analyzed in this bulletin have a 
separate board for administration of the retire- 
ment system. 

That the administration of the system be in 
the hands of a separate board is a generally 
accepted principle of public-employee retire- 
ment. There are at least two reasons for this 
principle: one is that certain legal powers at- 
tach to the separately constituted authority. 
The other, and even more important, reason 
is that the administration of a retirement 
system is a technically complicated business on 
which the administrators should be able to con- 
centrate without the necessity of giving most 
or a large portion of their time to other public 
duties. For example, the lowa Employment Se- 
curity Commission also administers several 
other plans for social insurance, such as unem- 
ployment compensation benefits, and it is the 
state administrative agency for the federal 
social security law. 

The number of members on the separately 
established retirement boards varies from three 
to 13. The number of public officers who are 
on these boards varies from system to system ; 
quite often the state superintendent and/or 
the state treasurer or auditor are members of a 


1 The types of investments permi 
to the securities in which retirement 


state retirement board, while the city-schoo| 
superintendent and/or the city treasurer are 
members of a local retirement board. In addi 
tion, there is representation of the membershi, 
elected by and from the membership. This 
another advantage accruing to separately estal 
lished retirement boards. 

A few systems also have on their retiremen: 
board specialists in finance or investments 
persons who are not state or city officers no: 
members of the retirement system. There is. 
of course, an advantage in having the publ’ 
represented on the retirement board especial!) 
when it is possible to have one whose special 
knowledge and skill in the type of work th 
retirement board must do makes him a valu 
able member. 


Duties of Retirement Boards 


The duties of retirement boards vary, but al! 
are required to pass on applications for retire 
ment and to vote the retirement of members 
listed as eligible therefor by the executive 
secretary of the system. In many systems, 
was pointed out in the discussion on interest 
rates, there is the duty of determining what 
interest is to be credited to accounts. 

The retirement board is usually empowered 
to invest the retirement funds. Laws almost 
universally set limits upon the types of invest 
ments so as to make them safe and not specu 
lative.’ Partly because these limits are some 
times restrictive for the sake of safety, lowe: 
interest rates have been earned in recent years. 
Several states require that the investments pro- 
posed by the retirement board be approved by 
some finance officer of the state or local di: 
trict; a few laws provide that the investments 
are to be made by such officers and the recom- 
mendation of the retirement board is restricted 
to the amount of money available for invest 
ments. The power to invest, of course, includes 
also the power to sell the securities when it is 
wise to do so for the investment program 0! 
when money is needed for the payment of 
benefits. 

Those systems that are on an actuarial basis 
also require the retirement board to conduct 
periodic surveys of the mortality and service 


experience of the membership in order to ca! 

















tted by law for — funds are not listed in this bulletin. However, special attentior 
funds are invested will be given in a separate report to be published in 1951. 
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culate the future costs of the benefits promised 
under the system. These actuarial surveys are 
necessary in a reserve type plan and even in a 
partial reserve system; they should be made 
also in cash disbursement plans. These peri- 
odic surveys of the mortality and service ex- 
perience of the membership are usually con- 
ducted every three, four, five, or six years. 

However, most systems also have an annual 
actuarial valuation of the funds of the sys- 
tem to see that the financial support that was 
anticipated is meeting the obligations. 

Several laws which do not include explicit 
provisions for actuarial surveys set up a plan 
under the statute which by its very nature re- 
quires actuarial valuations. The duties of the 
retirement board then would include the engag- 
ing of actuarial service necessary for proper 
administration. 


Costs of Administration 


The cost of administration of a retirement 
system depends largely on the type of system 
and upon such details as whether the interest 
rate is creditable annually, semiannually, o1 
monthly, or by different rates to different ac- 
counts. The cost of administration is usually 
borne by the state or local district. There are, 
however, a half dozen or more systems, state 
and local, that require members to pay an as 
administrative 


sessment for a share of the 


costs. In some systems these administrative 


assessments are in addition to the contribu 
tions made by the members for their share of 
the cost of the benefits, while in other systems 
for administrative 


the member’s assessment 


costs is taken out of his normal contributions. 


V. Looking Forward into the Future of State and Local 
Public-School Retirement 


Public-school retirement at the half century 
is at a crossroads. Which way it will go in the 
next decade depends largely on the teaching 
profession since teachers constitute the largest 
single group in most of these systems. Thru 
the leadership of teachers associations and the 
guidance of administrators and actuaries of 
retirement systems, the next few years may see 
the improvement of existing laws and more 
adequate financial support for benefits now pro- 
vided and those to be added. If the teaching 
profession does not work toward these goals 
the public-school retirement movement may de- 
cline. 


The Broadened Threat of Social 
Security 


Since the federal Social Security Act was 
passed in 1935 its advocates have urged uni- 
versal coverage, altho many groups including 
public-school employees, were excluded. Dur- 
ing the first 15 years of the operation of the 
federal program little real competition was 
felt by public-school retirement systems except 
in those few systems where state or local pro- 
visions were inadequate. With the passage of 
the 1950 amendments to the Social Security 


Act, however, federal benefits have increased 
to such an extent that more public-school re 
tirement systems may suffer by comparison, 

Service under state and local public-employee 
retirement systems continues to be excluded 
from Old-Age and Survivors’ Insurance, but 
no provision in the federal law would prevent 
the repeal of the state or local retirement law 
and the substitution of social security provisions 
by a compact arranged between the state and 
the Social Security Administration. If this 
backward step is to be prevented it must be 
done on the state level. The first step in the 
right direction is to improve inadequate retire- 
ment systems to be sure that they do not com- 
pare unfavorably with the benefits of Old-Age 
and Survivors’ Insurance. 

Study of the provisions of the new Social 
Security Act is an obligation of the leaders of 
teachers organizations. Members and the 
public will make comparisons between Old-Age 
and Survivors’ Insurance benefits and public- 
school retirement allowances. Sometimes these 
comparisons are unfavorable because they are 
made without full information. The future of 
retirement will depend to a great extent on 
how state and local systems bear up under com- 
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parison with social security and with the pro- 
visions in other states and cities. 


General Suggestions for 
Improving Public-School Retirement 


Noncontributory plans should be replaced by 
joint-contributory systems; all plans should be 
placed on an actuarial basis; cash disbursement 
plans should become partial if not full reserve 
types. Teachers should see to it that the state 
or city meets its obligations under laws which 
provide for the appropriation of funds for a 
reserve system. This item—full financial sup- 
port—should be number one on the legis!la- 
tive program of all teachers organizations; it 
should take precedence over liberalization 
proposals. 

It is essential that members of public-school 
retirement systems become acquainted with the 
provisions of their own law and of the laws of 
other states. Members should examine their 
benefit formulas to determine whether the ex- 
pected allowances will be paid upon retire- 
ment; an understanding of the costs of a re- 
tirement allowance may lead to proposals for 
increasing members’ contributions or the chang- 
ing of a benefit formula. Legislatures would 
probably welcome a suggestion from teachers 
for increasing members’ contributions and 
therefore be more willing to accept a general 
revision of the retirement law so as to put it 
upon a sound financial basis. 

Need for reciprocity—It may be seen from 
Tables 24 and 25 that many retjrement systems 
do not give credit for service outside the cover- 
age area even in the same type of position and 
even in the same state. In connection with 
interstate reciprocity the National Council on 
Teacher Retirement has recommended that 
consideration be given in each state to pro- 
visions meeting the following standards: 


1. An optional deferred benefit should be provided 
for members of publicly supported teacher re- 
tirement systems who terminate contributions 
after five or more years of credit for services 
rendered as members of the system. 

2. Members should be permitted to purchase credit 
for teaching service in other states, provided they 
are ineligible for deferred benefits for such serv- 
ices. 

a. The total out-of-state service creditable should 
not exceed the total service in the state prior 
to eligibility for superannuation retirement. 

b. The following qualifications of eligibility for 
purchase of out-of-state service credit should 


be imposed: 





(1) A teacher must serve a minimum numbe 
of years in the new state, preferably { 
years. 

(2) A teacher must declare in writing his i; 

tention to purchase out-of-state servic: 

credit within a specified period after m 

gration, such as three years. 

Benefits from the purchase of out-of-state 

service should be the same as tho th 

‘service and contributions had been re: 
dered in the new state. 


ae 
~ 


Existing provisions in a few systems are more 
liberal than these standards ; all systems shou! 
strive to meet these minimum standards 
least. 

Need for Survivors’ Benefits—Survivors 
benefits are paid in most public-school retire 
ment systems to beneficiaries of retired men 
bers, upon the optional selection of a lowe: 
retirement allowance during the life of the 
retired member (see Table 17). A few retire 
ment systems provide for survivors’ benefits to 
beneficiaries of deceased active members (sce 
Table 18). Probably the teaching profession 
will need to consider the possibility of amend 
ing all laws in these respects. 

Need for Contractual Basis—The threat of 
replacement of public-school retirement systems 
by social security is greater in some states than 
in others; it is not entirely dependent upon the 
fact that a system is not well established o: 
makes inadequate provisions. If the retirement 
law reserves to the legislature the power to 
repeal or lower benefits, directly or indirect]; 


stating that there is no statutory guarantee ' 


either of the continuance of the system or the 
payment of the benefits, it is possible that social 
security may prove to be a serious threat be 
cause its lower cost for the inadequate benefits 
will be attractive to tax-fighting groups. 

In other systems there is statutory language 
or judicial precedent to the effect that the re- 
tirement system establishes a contractual re- 
lationship between the state or the employers 
and the members. In these states legislation 
repealing the retirement law for present mem- 
bers would constitute an impairment of that 
contract and therefore would be unconstitu- 
tional. With these precedents it is unlikely that 
proposals to replace the retirement law by a 
social security compact would be seriously con- 
sidered. Nevertheless, members and _ their 
leaders in all states must exert every effort to 
prevent even the whisper of such a proposal. 
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A Decade for Needed Improvements 


If public-school retirement can maintain its 
standards for the next five or 10 years it is 
inlikely that the danger will be as great there- 
fter. Many recently established retirement 
ystems will then be in a more defensible posi- 
‘ion: benefits in many systems will be larger 
‘han now because longer periods of membership 
ervice Will have been credited to members then 
-etiring and the benefits will be based on larger 
alaries; opportunity will have been given for 
the establishment of a contractual relationship, 
ot to be impaired thereafter. 

The present average retirement allowance 
aid to retired teachers is close to $1000 a year; 
‘or these allowances the typical retired mem- 
er today has contributed an average of $100 
: year for only four or five membership years. 
Therefore, a large proportion of the total 
lowances now paid to retired members has 
ome from public funds for service prior to the 
establishment of the systems. If a member re- 
tired at minimum retirement age lives out his 
fe span, the typical retirement system is pay- 
ng him a benefit now constituting a return 
equal to several thousand percent return on 
his contributions. 

With increasing membership service credit 
nd decreasing prior-service credit as each sys- 
tem grows older, members who will retire in 
the future will pay a larger proportion of their 
illowances than those presently retired, but 
even after 30 years of membership service the 
typical member will retire on a benefit which 
s several hundred percent return on his con- 
tributions. Members should examine this state 

of affairs in evaluating their retirement benefits 
and making comparisons with social security. 


Two Immediate Problems 


There are two important needs which re 
quire immediate attention. One is for reliable, 
understandable retirement literature for mem 
bers of state and local retirement systems. If 
the members are to appreciate their provisions 
and take an active part in protecting them from 
destructive forces, they must understand them. 
Many retirement have 
“primers” that explain the retirement law in 
simple terms. Others should follow these ex 
amples. Members of all retirement systems are 
entitled to this service from their retirement 


secretaries issued 


administrators. 
The for 


benefits now received by many retired teachers 


second need is attention to the 
—benefits below subsistance levels. The fact 
that these benefits are based primarily on prior 
service and on the lower salaries of many years 
ago is immaterial when the retired teacher finds 
himself unable to live decently and pay his 
bills. The teaching profession should work 
toward additional supplementary appropria 
tions to raise these low retirement allowances. 
At the same time the reserves on hand, and to 
be appropriated in the future for the pension 
portion of allowances to be paid to members 
who retire in the future, should not be dis- 
turbed for this purpose. Active members may 
find it to their personal advantage to help re 
tired teachers obtain special legislation to raise 
their benefits. 


Conclusion 


The future of public-school retirement can 
be bright if the teaching profession works 
toward the proper goals. 
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11. 
12. 
13. 
14. 
15. 


Principles of a Sound 
Retirement System 


. Membership required of new teachers; voluntary for 


those in service 
Guarantees to both teacher and public 
Costs shared by teachers and public 
Amount of deposits and payments stated in enactment 
Deposits of teacher and payments by public concurrent 
with service 


. Individual accounts kept 
. System on a reserve basis 
. Periodic actuarial investigations 
9. 
10. 


Provisions for disability retirement 


Teachers’ accumulated deposits returnable in case of 
withdrawal from service, or death prior to retirement 


Choice of options offered upon retirement 

Credit allowed for past service 

Rights under previous retirement systems safeguarded 
Reciprocal relations between systems 

Retirement board in contro!. 


Adapted from a statement by the Com- 
mittee on Retirement Allowances of the 
National Education Association, in Co- 
operation with the National Council of 
Teachers’ Retirement Systems, in “Cur- 
rent Issues in Teacher Retirement.” Re- 
search Bulletin 8:225; November 1930. 





1| 








Ate ee re reat 











RESEARCH BULLETIN or 1 


Published four times each 


year in February, April, 
October, and December 


President, CORMA MOWREY 


NATIONAL 
EDUCATION 
ASSOCIATION 


Executive Secretary, WILLARD E. GIVENS 





Director of Research: Frank W. Hubbard 
Assistant Directors: lvan A. Booker, Hazel Davis, Madaline K. Remmlein, and Sam M. Lambert 
Research Assistants: Louise B. Sease, Janet D. Frost, Beatrice Crump, and Ide C. Mason 
Section Heads: Frances G. Bradley, Mabel T. Smith, Grace Brubaker, and Francella Poston 





Executive and Editorial Offices . . 


. 1201 Sixteenth Street, N. W., Washington 6, D. C. 





Copyright, 1951, by the National Education Association of the United States 


Entered as second-class matter February 10, 1923, at the Post Office at 

Washington, D. C., under Act of August 24, 1912. Acceptance for mailing 

at special rate of postage provided for in Section 1103, Act of October 3, 
1917, authorized February 10, 1923. 





Subscriptions 


The payment of the $10 membership fee 
of the National Education Association 
entitles one to receive for one year the 
Research Bulletin, the Journal, and the 
Annual Volume of Addresses and Pro- 
ceedings. Two dollars of each $10 mem- 
bership fee is for a year’s subscription to 
the Research Bulletin. NEA Life Mem- 
bers and members of certain departments 
also receive the Research Bulletin. 

The Research Bulletin may be received 
regularly thru a special subscription at 
$2 per year. Many of the early issues 
of the Research Bulletin are already out 
of print. The special subscription at $2 per 
year offers an opportunity to maintain a 
complete file of future Research Bulletins. 

Those entitled to receive the Research 
Bulletin regularly are asked to report at 
once any change of residence, giving old 
as well as new address. 


Purchasing Copies 


Additional copies of this issue of the 
Research Bulletin may be obtained at the 
following prices, postpaid if remittance 
accompanies order: 


Single copies, 50¢ 

2 to 9 copies—10% reduction 

10 to 99 copies—25% reduction 

100 or more copies—33 14% reduction. 

Orders for Research Bulletins not ac- 
companied by remittance are subject to 
transportation charges. Make checks pay- 
able to National Education Association. 


Reproduction of Material in 


Research Bulletins 


The contents of the Research Bulletin 
are copyrighted. NEA departments and 
affliated organizations may reproduce 
parts of these bulletins in their official 
journals without further authorization 
than this notice. However, when the quo- 
tations are used in books, bulletins, and 
reports sold commercially by individuals, 
organizations, or corporations written per- 
mission must be obtained. In all cases 
reproduction of Research Bulletin mate- 
rials must include the usual credit line. 
Address communications to the Director, 
Research Division, National Education 
Association, 1201 Sixteenth Street, N. W.., 
Washington 6, D. C. 








